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PREFACE 


T his volume is tie result of an effort to t^eld into a readable form 
the bulk of almost forty yean thought, observation and research 
on the subject of socialism The problem of demoaacy forced its way 
into the place it now occupies m this volume because it proved irapos 
sible to state my views on the relation between the socialist order of 
society and the democratic method of government without a rather 
extensive analysis of the latter 

My task turned out more difficiiU than I thought it would be Part 
of the heterogeneous material that had to be marshaled reflected the 
views and experiences of an individual who at various stages of his life 
had more opportunity for observation that non socialists usually have 
and who reacted to what he saw in an unconventional manner I had no 
wish to obliterate the traces of this much o/ such interest as this book 
may command would have gone if I had tried to smooth them away 
Moreover, this material also reflected the analytic efforts of an m 
dividual who while always honestly trying to probe below the surface, 
never made the problems of soaalism the principal subject of his pro- 
fessional research for any length of time and therefore has much more 
to say on some topics than on othen In order to avoid aeating the im 
pression that I aimed at writing a well balanced treatise I have thought 
It best to group my material around five central themes Links and 
bridges between them have been provided of course and something 
like systemauc unity of presentation has 1 hope, been achieved But 
ID essence they are~-tbough not independent-»almost self-contained 
pieces of analysis 

The first part sums up, in a non techmcal manner, what I have to say 
— and what, as a matter of fact, 1 have been teaching for some decades — 
on the subjea of the Marxian doctrine To preface a discussion of the 
mam problems of socialism by an exposiiion of the Gospel would be the 
natural thing for a Marxist to do Bui what is the purpose of this exposi 
tion in the hall of a house built by one who is not a Marxist? It stands 
there to bear witness to this non Marxists belief in the unique impor 
tance of that message, an importance that is completely independent of 
acceptance or rejection But it makes difficult reading And no Marxian 
tools are used m the subsequent work. Though the results of the 
latter are again and again compared with the tenets of the one great 
soaalist thinker readers who are not interested in Marxism may hence 
staarwiiri t’irt ill 

In the second part— Can Capitalism Survive?— I have tried to show 
that a soaalist form of society will inevitably emerge from an equally 
meltable decomposition of capiulist soaety Many readers will wonder 
why I thought so laborious and complex an analysu necessary in order 
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to cstablnh what is raptdiy becoming the ^neral opinion e%en among 
comcn'athcs The reason ts that, wh^e most of us agree as to the reult, 
>te do not agree as to the nature of the process that is hilling capicaluo 
and as to the precise meaning to be attached to the word inevitable * 
Belies mg that most of the arguments offered — both on Mancun and on 
more popular hna-^re wrong I felt jt my duty to lake and to w 
flict upon the reader, coruiderablc trouble m order to lead up effee 
tnely to my paradoxical conclusion capitalism is being killed by lu 
achiesements 

Having seen as I ihmk we shall see, that soaalism is a praaical 
proposition that may become imtnedtalely practical in consequence of 
the present war, we thill in the third part — Can Socialism Work) — 
sursey a large expanse of problems that bear upon the condiuota in 
vrhich the socialist order may be expected to be an economic success. 
This part comes neirest to being a balanced treatment of its various 
topia including the transitional problems Lx>ve and hate have so 
blurred the results of such tenous work as has so far been done on thu 
question— 'It is not mucl>-^hat even mere restatement of widely ac 
cepted views seemed justified here and there 
The fourth part— Sialism and Bemocraey^is a contribution to a 
controversy that has been going on m this country for tome time But 
jt should he noted that only a question of pnnaplc is dealt with in this 
part Tacts and comments relevant to the subject are scattered all over 
the book particularly in Parts III and V 
The fifth part is what it purports to be, a sketch More than m the 
other parts 1 wished to confine myself to what I had to say from 
personal observation and from very fragmentary reseatiJi Therefore 
the material that went into this pan is no doubt woefully incomplete. 
But what there is of it, is alive 

Ko part of the contenu of this volume has ever appeared in print. 
An early draft of the argument of Part 11 has however provided the 
basis for a lecture delivered at the U S Department of Agnculture 
Graduate School on January i8 1936 and has been mimeographed by 
that School I wish to thank Mr A. C Edwards chairman of the Ar- 
rangements Committee, for pcmussioa to include an extended venion 
in this volume 

Joseph A Schumpeter. 

Taconic Conn 
March 
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The Marxian Doctrine 



PROLOCaE^ 


,« jrosr of the creations of the intellect or fancy pass away for good 
JVL after a time that varies between an after-dinner hour and a gen 
eration Some however, do not They suffer eclipses but they come back 
again and they come back not as unrecognitable elements o£ a cul 
tural inheritance but m their individual garb and with their personal 
scars which people may see and touch These we may well call the great 
ones— It IS no disadvantage of this definition that it links greatness to 
vitality Taken in this sense this is undoubtedly the word to apply to 
the message of Marx Bui there u an additional advantage to defining 
greatness by revivals it thereby becomes independent of our love or 
hate- We need not believe that a great achievement must necessarily be 
a source of light or faultless in either fundamental design or details On 
the contrary, we may believe it to be a power of darkness wc may think 
It fundamentally wrong or disagree with ii on any number of particular 
points In the case of the Marxian system, such adverse judgment or 
even exact disproof by its-very failure to injure fatally, only serves to 
bring out the power of (he structure^ 

The last twenty years have witnessed a roost iniercstmg Marxian re- 
vival That the great teacher of the soaalist creed should have come into 
bis own m Soviet Russia is not iurprising And it is only characteristic 
of such processes of canonization that there is, between the true mean 
mg of Marx s message and bolshevut practice and ideology, at least as 
great a gulf as there was between the religion of humble Galileans and 
the practice and ideology of the prints of the church or the warlords 
of the Middle Ages 

But another revival is less easy to explain — the Marxian revival in 
the United Slates This phenomenon is so mteresting because until the 
twenties there was no Marxian strain of importance in either the Amen 
can labor movement or in the thought of the American intellectual 
^Vhat Marxism there was always had been superfiaal, insignificant and 
without standing Moreover, the bohhevisc type of revival produced no 
similar spurt in those countries which had previously been most steeped 
in Marxology In Germany noubly which of all countries had the 
strongest Afarxian tradition a small orthodox sect indeed kept alive 
during the post war socialist boom as it had during the previous depres 
Sion But the leaders of soculist thought (not only those allied to the 
Social Democratic party but also those who went much beyond its 
cautious conservatism m practical questions) betrayed little taste for 
reverting to the old tenets and, while worshiping the deny, took good 
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care to keep it at a distance and to reason in economic matters exaa' 
like other economists. Outside of Russia, therefore, the American pbi 
nomenon stands alone We are not oincemed with its causes But ni 
worth while to survey the contours and the meaning of the message t 
many Americans have made their own 1 

* Referenca to Mani'i writings wiO be eonfined lo a minimum, and do data aboof) 
hu life will be given This seems unnecesurr because any reader who wubes ft 
a list o( the former and a general outline of the bner finds all he needs for ou 
purposes in anr dictionary, but especially fn the Encyclopedia Bntanniea or ib 
Encyctopcedia of the Social Sciencei A nudy of bfarx begins most convenleotl 
with the first volume of Das AepiUf (first English iranslation by S .Moore as 
E Avellng edited by F Engels, 1886) In spite of a huge ansbunt of more nets 
work, I itill think that F Mehrlog*t biography is the best, at least from the staaf 
point of the general leader 
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MARX THE PROPHET 


rr WAS not by a sbp that an analogy Crota the wtirld nt religion was 
I permitted to intrude into the utle o£ this chaptm There u more 
analogy I n one important seme. tt a religiom To the 

beliercr it presents, first a ssstcm ol olumate en dsth at embody the 
tneanim*^ of life and arc absolute standards br which to judge es-ents 
and acuom and. secondly, a guide to those ends which implies a plan 
of olsanon and the mdiauoo of the evil from which manh md._o f a 
chosen sectioa of mankind, a to be saved. U e may speofy still further 
Marxist soaaLsm also belongs to that subgroup which promises paradise 
on this side of ih- grave. I believe that a formulation of these charaacr 
uocs by an hierologist would give opportunities for dassifiation and 
comment which mi^t possibly lead much deeper mto the soaological 
essence of Marxism than anything a moe economist can say 
The least important point aboot this b that it etplains the success 
of Marxism.* Purely saentific achievoaent. had it even been much 
more pofed than k was m the case of Marx, would never have won the 
tmcBcntality m the htstoneal sense which u hix. Nor would his arsenal 
of party slogans bare done it. Pan of his success, althou^ a very minor 
IS indtfwiattrtbnQbfe to tEehairdlul of white-hot phrases, of ixn- 
passioned accnsauoa and wTathfol gesticttlaaom. ready for use on any 
platform, that he put at the disposal of his &o<±. All that to be 
said abourthis aspect of the matter d that this ammuniDOn has served 
and IS saving Its purpose very w^l, but that ihep'pducQonof it earned 
a disadvantage: m order to forge sudi weaponeer the arena of s^-»t 
strife Marx had ocrauonally to bend, or to deviate from, the opinions 
that would logioUy follow from his system. Howeva, if Marx had not 
been more than a purveyor of phraseologv, he woold be dead bv now 
Maniiid a not grateful for that sort of service and forgets quickly the 
names of the people who wnie the librettos for its pobncal operas. 

But he was a prophet, and in orda to understand th* nature of 
aduevement we must vunalire n m the settmg of ha own time. It was 
theremth of bourgeois realuauon and the nadir of bourgeon ovilim 
tion. the time of mechanistic materialism of a cultural milieu whidi had 


qinlitT ct Mszxssi also esj^uss a rtanacBac atutade ef the 
Maixm tewd oppooeno. To tna. zs to any brfKrer m a Faiti. the 
cppe^i B wt nettly m erret bot m nn. ©asent b daippiosed cf ccc tnlr 
** 6=r 11 csxe the Jlssa— 
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as yet betrayed no sign that a new art and a new mode of life were in m 
'Komb and which noted in most repulsive banality Faith in any real 
sense was rapidly falling away from all classes of society and with it 
the only ny of light (apart from what may have been derived from 
Rochdale attitudes and saving banks) died from the workman's world 
while intellectuals professed themselves highly satisfied with Mills 
Z.ogie and the Poor Law 

Now to millions of human hearts the ^^arxIan message of the 
terrestrial paradise of socialism meant a new ray of light and a new 
meaning of life CallYlarxist religion a countcrfeii iF you I ke or a 
caricature of faith — there is plenty lo be said for this \iew — but do not 
oscrlook or fail to admire the Neatness of the achievement Never 
mind that nearly all of those millions were unable to understand and 
appreciate the message in its true signifcancc That is the fate of all 
messages The important thing is that the message was framed and 
conveyed in si th a way as to be acceptable lo the positivistic mind of 
Its time — which was essentially bourgeois no doubt but there is no 
paradox in saying that Afarxism is essentially a product of (he bour 
geois mind Thn was done on the one hand by formulating with un 
surpassed force that feeling of being thHaned and ill treated which is 
the aulo therapeutic attitude of the unsuccessful many and on the 
other hand by proclaiming that socialistic deliverance from those ills 
was a certainty amenable to rational proof 
Observe how supreme art here suewds in weaving together those 
extra rational cravings which receding religion had left running about 
like mastcrlcss dogs and the raiionalisiic and materialistic tendennes 
of the time ineluctable for the moment which would not tolerate any 
creed that had no scicntif c or pseudo-scientiBc connotation Preaching 
the goal would have been melTectual analysing a social process would 
have interested only a few hundred specialists But preaching in the 
garb of analysis and analyzing with a view to heartfelt needs this is 
what conquered passionate allegiance and gave to the Marxist that 
supreme boon which consists in the conviction that what one is and 
stands for can never be defeated but must conquer victoriously m the 
end This of course does not exhaust the achievement Personal force 
and the flash of prophecy work, independently of the contents of the 
creed No new life and no new meaning of life can be effectively re 
vcalcd without But this does not concern us here 

Something Will have to be said about the cogency and correctness of 
Marx s attempt to prove the inevitability of the socialist goal One 
remark however sulT ces as to what has been called above his formula 
non of the feelings of the unsuccessful many It was of course not a 
true formiilaiion of actual feelings conscious or subconscious Rather 
we coulil'call it an attempt at replacing actuak feelings by a true or false 
revelation of the logic of social evolution By doing this and by at 
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tribuJing— quite unrealistically— to the masses his own shibboleth ot^ 
••class consaousness he undoubtedly faUified the true psychology o! 
the workman (which centers in the wish to become a small bourgeois 
and to behelped to that status by political force), but m so far as his 
teaching took effect he also expanded and ennobled it He did not 
s\eep any sentimental tears about the beauty of th% soaalist idea This 
IS one of his claims to supenoniy over what he called the Utopian 
Socialists Kot did he glotily the wotkmen into heroes of daily toil as 
bourgeois love to do when trembling for their diiidends He was per 
fectly free from any tendency so conspicuous in some of his weaker 
followers toward lickmg the workman shoots He had probably a clear 
perception of what the masses are and he looked far above their heads 
toward soaal goals altogether beyond what they thought or wanted 
Also, he never taught any ideals as set by himself Such vanity was quite 
foreign to him As every true prophet styles himself the humble mouth 
piece of his deity, so Mane pretended no more than to speak the logic 
of the dialectic process of history^ There is dignity m all this which 
compensates for many pettinesses and vulgarines with which, in his 
work and m his life, this dignity formed so strange an alliance 
Another point, finaHy, should not go unmentioned Marx was per 
tonally much too civilized to fall in with those vulgar professors of so- 
cialism who do not recognize a temple when they see it He was perfectly 
able to understand a aviUzation and the relatively absolute value of 
Its values however far removed from it he may have felt himself to be 
In this respect no better testimony to his broad mmdedness can be of 
fered than the Commun«< Mamlesto which is an account nothing short 
of glowing^ of the achievements of capitalism and even in pronouncing 
pro fuluro death sentence on It, he never failed to recognize its his- 
torical necessity This attitude ot course, implies quite a lot of things 
Marx himself would have been unwilling to accept But he was un 
doubtedly strengthened in tt and it vvas made more easy for him to 
take, because of that perception of the organic logic of things to which 


sThi* may s«to W be an exaggeiacion But let us quote from ihe authonied 
English translation “The bourgeosie has been the fint to show what nuns 
activity can bung about. Jt has acfomphsbed nonden far surpassing Egyptian 
pyramids Roman aqueducts and Gothic cathedrals xhe bourgeoisie 
dra vs all nations into civduaiion U has aeated enormous ones ~ 
and thus rescued a considerable part ot the population from the idiocy [sicl] of rural 
1 fe The bourgeoisie during its rule of scarce one hundred years has created 
more massive and more colossal productive forces than have all preceding cen 
erations together Observe lhal sH the sfiKeverr it* referred to are attributed 
to the bourgeon n/nn, svbich is more chan many thoro.ighjy bourgeo s economists 
l outd claim This is all I meant by the above passage-and strikingly different 
rora the views of the vulgai.red Marxsm cl today or from ibe VebJenite stuff of 
the modern non Mamst rad cal Let me say at once not more than th t 

performance ot eapi 
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hii ihcoiy of history gives one pariiaifar expression Things soeia] fell 
"into order for him and however much of a coffeehouse conspirator he 
may have been Jit some junctures of bis h/e his true sell despised thlt 
sort of thing Socialism for him was no obsession which hlots out all 
other colors of life and creates an unhealthy and stupid hatred or con 
tempt for other civilizations And there is in more senses than one 
justification for the title claimed for his type of socialist thought and of 
socialist volition which are welded together by virtue of his funda 
mental position Scientific Socialism 
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MARX THE SOCIOLOGIST 


■X kjz HAVE now to do a thing which is very objectionable to the faith 
YY ful They naturally resent Any application of cold analysis to iihat 
for them is the tery fountain of truth But one of the things they re 
sent most is cutting Marx s work into pieces and discussing them one by 
one They would say that the very act displays the incapacity of the 
bourgeois to grasp the resplendent whole all parts of w hich complement 
and explain one another so that the true meaning is missed as soon as 
any one part or aspect is considered by luelf ^Ve have no. choice how 
ever By commuung the offense and next taking up ^^arx the sociologist 
after Marx the prophet I do not mean to deny either the presence of a 
unity of soaal vision which succeeds in giving some measure of analytic 
unity and still more a semblance of unity to the Afarxian work or the 
fact that every part of it, however independent intrinsically has been 
correlated by the author with every other Enough independence re* 
mams nevertheless in every province of the vast realm to make it pos* 
sible for the student to accept the (rum of his labors m one of them 
while rejecting those m another. Much of the glamour of the faith u 
lost in the process but something is gained by salvaging important and 
stim ulati ng truth which is much more valuable by itself than it would 
be if tieH to hopeless v^^reckage 

This applies first of ail to Marx s philosophy which we may ^ well get 
out of our way once and for all German trained and speculative-minded 
as he was he had a thorough grounding and a passionate interest 
m philosophy Pure philosophy of the German kind was his starting 
point and the lov e of his yotith For a time he thought of it as his true 
vocation He was a Neo-Hegelian which roughly means that v>hile ac 
cepting the masters fundamental attitudes and methods he and his 
group eliminated and replaced by pretty much their opposites the 
conservative interpretations put upon Hegel s philosophy by many of 
Its other adherents This background shows in all his writings wherev er 
the Opportunity offers itself It is no wonder that his German and Rus 
sian readers by bent of mind and training similarly disposed should 
seire pnmarily upon this element and male it the master key to the 
system 

I believe th& to be a mistake and an injustice to Marxs scientific 
powers He retained his early love during the whole of his lifetime He 
enjoyed cenam formal analogies which may be found between his and 

9 
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Hegel s argument He liked to testify to his Hegelianism and to use 
Hegelian phraseology'^m this u all Nowhere did he betray positive 
science to metaphysics He says himself astnuch in the preface to the 
second edition of the first solumeof £><u Aapda/, and that what he says 
there is true and no self-delusion can be proved by atjalyzing his argu 
ment, which everywhere rests upon social laci, and the true sources of 
his propositions none of which lies m the domain of philosophy Of 
course those commentators or critics who themselves started from the 
philosophic Side were unable to do this because they did not know 
enough about the social sciences involved The properisiiy of the philo- 
sophic system builder, moreover, made them averse to any other inter 
pretation hut the one which proceeds from tome philosophic principle 
So they saw philosophy In the most matier-of fact statements about eco- 
nomic experience thereby shunting discussion on to the wrong track, 
misleading friends and foes alike 

hfarx the soaologut brought to bear on his task an equipment which 
consisted primarily of an extensive command over historical and con 
temporaneous fact His knowledge of the latter was ahvays somewhat 
antiquated for he uas the most bookish of men and therefore funda 
menial materials as distinguished from the material of the newspapers, 
always reached him wuh a lag But hardly any historical work of his time 
that was of any general imporunce or scope escaped him although 
much of the monographic literature did >V'hiJe we cannot extol the 
completeness of his information rn this field as mudi as we shall his 
erudition in the field of economic theory he -was yet able to illustrate 
his social visions not only by large historical /rescocs but also by many 
details most of which were as regards reliability rather above than be 
low the standards of other sociologists of his time These facts he cm 
braced with a glance that^ierccd through the random irregularities of 
the surface down to the^andiose logic of things historical In this 
there was not merely passion There was not merely Analytic impulse 
There were both And the outcome of his attempt tij formulate that 
logic the lo-caljed Economic inieryretauon of History t u doubtless 
one of the greatest individual achievements of sociology to this day 
Before it the question sinks into insignificance whether or not thu 
achievement was entirely original and how far credit has in part to be 
given to predecessors German and French 

The economic interpretation of history does not mean that men are, 
conscious!) or unconsciously wholly or primarily %ctuated_by eco- 
nomic motives On the conirary the explanation of the role and 
mechanism of non economic motives and the analjstj of the way in 
which social reality mirrors itself in the individual psyches is an es 

I F rst publ shed in that sMih nj actacL On Ptm Chon s Fh loiopfiie de la Mis^re 
entiled Dai £fend der FI (osoph e 1847 Another version Wjj included in the 
Commun si Man fesla 1848 
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sential element o£ the theory and one o£ its most significant coninbu 
tions iMarTdid not hold that religions, metaphysics schools of art. 
ethical ideas and political \oliiionswere cither reducible to economic 
motives or of no importance He only tried to unieil the economic 
/-ondiliom which shape them and which account for their rise and fall 
The whole of Max IVebers* facts and arguments fiu perfectly into 
Marx’s system Social groups and classes and the ways in which these 
groups or classes explain to themselves their own existence, location 
and behavior were of course what interested him most He poured the 
vials of his most bilious wrath on the historians who tooV. those atti 
tudes and their verbaliiations (the ideologies or, as Pareto would have 
said, derivations) at their face value and who tried to interpret soaal 
reality by means of thcroJ Bui if ideas or salucs were not for him the 
prime moters of the social process, neither were they mere smoke If 
I may use the analogy they had in the social engine the role of trans- 
mission belts We cannot touch upon that most interesting post war de 
velopment of these principles which would aSord the best instance by 
wfii^ to explain this, the Sociology of Knowledge * But it was neces 
sary to say this much because Marx has been persistently misunderstood 
in thu respect Even his friend Engels at the open graie of Marc, de< 
fined the theory m question as meaning precisely that individuals and 
groups are swayed pnmanly by economic motnes, which in some im 
portant respects is wrong and for the rest piteously trivial 
\Vhile we are about u, we may as well defend Marx against another 
misunderstanding' the economic interpretation of history has often 
been called the rnafenalislic interpretation It has been called so by 
Man himself This phrase greatly increased its popularity with some, 
and Its unpopularity with other people But ii is entirely meaningless 
Marx’s philosophy is no more materialistic than is Hegel s and his 
theory of history is not more maienalisiic than is any other attempt 
to account for &e historic process by the means at the command of 


empirical saence It should be dear that this is logically compatible 
with any metaphysical or religious belief— exactly as any physical 
picture of the world is hledteval theology itself supplies methods by 
. which it is possible to establish this compatibility * 

IVhat the theory really says may be put into two propositions (i) 
*The above lefen to ^Neber-a invesiigauom into the sociology of xelimons and 
patticulaily to his famous study Die prolestantuche Eth,y und der Geist des 
Aapiialismus republished injni collraed norks. 


TJie .sfud. -wrti ‘hte hjesi names to mention ai 

those of Max Schder and Katl Mannheim The latter s artide on the subieci i 
the German Djcuonary of Sociology {f/aaduforterpuch der SoziologieS can serve a 
an introduction ® ,1 


' ^thohe radcaU a priest among them all devout Catholics 
who look this \iew and m fart dedared themselves hfarxisis in everythine excent 
m matters rdaung to their faith everytning except 
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The form* or conditions ol production are the fundamental determi 
nant of social structures which in turn breed attitudes actions and ctv 
iluations Marx illustrates his meaning by the famous statement that 
the hand mill creates feudal am! (he steam mill capitalist societies 
This stresses the technological clement to a dangerous extent but may 
be accepted on the understanding that mere technology is not all of it 
Populariring a little and reeogniiing that by doing so we lose much of 
the meaning we may say that « is our daily work which forms our 
minds and that it is our location swithin the productive process which 
determines our outlook on things— or the sides of things we see — and 
the social elbowroom at the command of each of us (a) The forms of 
production themselves have a logic of their own that is to say they 
change according to necessities inherent in them so as to produce their 
successors merely by their own working To iITusirate by the same 
Marxian example the system charactenied by the hand mill creates 
an economic and social situation in which the adoption of the mccham 
cal method <^f milling becomes a practical necessity that individuals or 
groups are powerless to alter The rise and working of the steam mill 
in turn acaies new soaal functions and locations new groups and views 
which develop and interact in such a way as to outgrow their own 
frame Here then we have the propeller which is responsible fint of 
all for economic and inconsequence of this for any other social change 
a propeller the action of which does not luelf require any impetus ex 
temal to it 

Both propositions undoubtedly contain a large amount of truth and 
are as we shall find at several turns of our way invaluable working hy 
poiheses Most of the current objections completely fail all those for 
instance which in refutation point to the influence of ethical or reli 
gious factors or the one already raised by Eduard Bemitem which 
with delightful simplicity asserts that men have heads and can hence 
act as they choose After what has been said above it is hardly neces 
sary to dwell on the weakn^ of such arguments ol course men 
choose their course of action which is not directly enforced by the 
objective data of the environment but they choose from standpoints 
views and propensities that do not Xonn another set of independent 
data but Jire themselves molded by the objective set 

Nevertheless the question arises whether the economic interprcta 
tion of history is more than a convenient approximation which must be 
expected to work less satisfactorily in tome cases than it does in others 
An obvious qualification occurs at the outset Social structures types 
and attitudes are coins that do not readily melt Once they are formed 
they persist possibly for ceniunes and since different structures and 
types display different degrees of (his ability to sirvnc we almost 
always find that actual group and national behavior more Or less de* 
paru from what we should expea it to be if we tried to infer it from 
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the dominant forms of the prodocuvc process Though this apphes 
quite generally it is most clearly seen when a highly durable stmcture 
transfers itself bodily from one country to another The social situa 
t on aeaied m Sicdy by the Norman conquest will illustrate my mean 
mg Such facts Marx did not overlook but he hardly realiied all their 
implications 

A related case is of more ominous significance Consider the emer 
gence of the feudal type of landlordism in the kingdom of the Franks 
dunng the sixth and seventh ceniunes This was certainly a most im 
portant event that shaped the structure of society for many ages and 
talsa influenced conditions of production wants and technology in 
eluded But its simplest explanation is to be found in the function of 
military leadership previously filled by the families and individuals 
who (retaining that function however) became feudal landlords after 
the definitive conquest of the new territory This does not fit the 
Marxian schema at all well and could easily be so construed as to point 
in a different direction Facts of this nature can no doubt also be 
brought into the fold by means of auxiliary hypotheses but the neces 
jjty of inserting such hypotheses is usually the beginning of the end of 
a^eory 

- Many other difficulties that arise m the course of attempts at histori 
cal interpretation by means of (be Marxian schema could be met by ad 
muting some measure of interaction between the sphere of production 
and other spheres of soaal life ’ But the glamour of fundamental truth 
that surrounds it depends precisely on the suictness and simplicity of 
the one way relation which it asserts If this be called in question the 
economic interpretation of history will have to take its place among 
other propositions of a similar kind — ^as one of many partial truths — ' 
or else to give way to another that does tell more fundamental truth 
However neither its rank as an achievement nor its handiness as a 
working hypothesis is impaired thereby 
To the faithful of course uis simply theihasier key 10 all the secrets 
of human history And if we sometimes feel incimed to smile at rather 
naive applications of u we should remember what sort of arguments it 
replaced. Even the cnppled sister of the economic interpretation of hts 
lory the Marxian Theory of Social Classes moves into a more favorable 
light as soon as we bear this in mind 
Again It is m the first place an important conlribuuon that ^ve have 
to-record. Economists have been straiigelv slow in 

nomenon of social classes Of course they always classified the agents 
whose interplay produced the processes they dealt with But these classes 
were simply seu of individuals that displayed some common character 

ibVd I'w on” ^drained that freely Plekhanov went stfll further m 
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thus some people were classed as landlords or worlunen because they 
owned land or sold the services of their labor Social classes however 
are not the creatures of the classifying observer but llve~en(ificsi that 
exist as such And their existence cnuiU consequences that arc entirely 
niT^ed by a schema which looks upon society as if it were an amor 
phous assemblage of individuals or families It is fairly open to ques- 
tion precisely how important the phenomenon of social classes is for 
research in the field of purely economic theory That it is very im 
portant for many practical applications and for all the broader aspects 
of the social process in general is beyond doubt 

Roughly si^akmg we may say that the soaal classes made their en 
trance in the famous statement contained m the Communist Manifesto 
that the history of society is the history of class struggles Of course this 
IS to put the claim at its highest But ev-en if we tone it down to (he 
proposition that historical events may often be interpreted in terms of 
class interests and class attitudes and that existing class structures are 
always an important factor in historical interpretation enough remains 
to entitle us to speak of a conception nearly as valuable as was the 
economic interpretation of history itself 
Clearly success on the line of advance opened up by the principle of 
class struggle depends upon fhe validity of the particular theory of 
classeswemakeourown Our picture ot history and all our interpreta- 
tions of cultural patterns and the mechanism of social change will differ 
according to whether we choose for instance the racial theory of classes 
and like Gobineau reduce human history to the history of the struggle 
of races or say the division of labor theory of classes m the fashion of 
Schmoller or of Durkheim and resolve class antagonisms into antago- 
nisms between the interests of vocational groups Nor is the range of 
possible differences m analysis confined to the problem of the nature of 
classes Whatever view we may hold about jt different inierpreiatjons 
will result from different definitions of class interest* and from different 
opinions about how class action manifests itself The subject is a hot 
bed of prejudice to this day and as yet hardly in m scientific stage 
Curiously enough Marx has never as far as we know worked out 
systematically what it is plain was one of the pivots of hii thought It 
IS possible that he deferred the task until it was too late precisely be- 
cause his thinking ran lo much in terms of class concepts that he did 
not feel it necessary to bother about dehnitive statement at all It is 

•The reader w 11 perceve that ooe* vews about whal claucs are and about 
what calls them into ex rience do pot un qtiely determ ne what the tnterests of 
those classes ate and how each cla» w U act on whai t — lU leaders hi rnscancs 
or the rank and file— cons den or feeb n the long run or in the short erroneously 
or OMTectlv lo be its nierett or interests. ISiE/imblrin nf jjtrnup .nwaa* ^ .tiiV -nt 
thorns and p tfalls of its own qo te mevecuve of the nature of the groups under 
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eauallv possible that some points about_it remained unsettled m his 
mind and that his way toward a full fledged theory of classes 
was barred by certain difficulties he had created for himsel^by insist 
in? on a purely economic and mersiraphfied conception of the 
phenomenon He himself and his disci^ both offered applications 
of this under-developed theory to particular patterns of which his 
ots-n Histojy of the Class Struggles in France is the outstanding ex 
ample f Be)ond that no real progress has been achieved The theory 
of his chief assoaate, Engels was of the division of labor type and 
essentially un Marxian in its imphcalions Barring this we have only 
the sidelights and aperfus— some of them of striking force and bril 
liance— Aat are strewn all over the wiuings of the master, particularly 
in Dot Kapital and the Comtnumst Manifesto 
The task of pieang together such fragments is delicate and cannot 
be attempted here The basic idea is clear enough however The strati 
lying pnnaple consists in the ownership or the exclusion from owner 
ship, of Tneans^ production such as factory buildings machinery, raw 
matenaJs and the consumers goods that enter into the workmans 
budget We have thus, fundamentally, two and only two classes, those 
ovmen the capitafisMu.and those have-nots who are compelled to sell 
theu- labor, the laboring class or proletariat The existence of inter 
mediate groups, such as are formed by farmers or artisans who employ 
labor but also do manual work by derks and by the professions is of 
course not demed but they are treated as anomalies which tend to dis- 
appear in the course of the capitalist process The two fundamental 
-classes are, by virtue of the logic of their position and quite mdepend 
ently of any individual volition, essentially antagonistic to each other 
Rifts within each dass and colfisions between subgroups occur and may 
even have historically decisive importance Butin the last anal)sis, such 
nfts or collisions arc inademal The one antagonism that is not ina 
dental but inherent m the basic design of capitalist soaety is founded 
upon the private control over the means to produce the very nature of 

the relation between the capitalist dass and the proletariat is strife 

dass war 

As we shall see presently, hfarx tries to show how in that class war 
capitalists destroy each other and eventually ynll destroy the capualut 
system too He also tries to show bow the ownership of capital leads 
to further accumulation But this way of argumg as well as the very 
definiuon that makes the ownership of something the constituent char- 

’ Another example is ihe socialist Uieoir oI impenalism which will be nouced 
Uter on. O Bauers interesting aitciopt W inteipret the ar,Ugon sms between the 
various races that inhabited the Aostro-Hnnganan Empire tenn, of the class 
struggle l^tueen capitalists and workers (Die National, uitfnfrase 100^) also de ' 
smes to be reennoDed although the itiU of the analyst only «nves to show uo 
the inadequacy o£ ihe tool ’ 
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acteristic of a social class only serves to inaease the importance of the 
question of "primitive accumulation, ’ that is to say, of the question 
how capitalists came to be capitalists in the first instance or how they 
acquired that stock of goods which a«»rding to the hfarxian doctrine 
was necessary in order to enable them to start exploiting On this ques- 
tion Marx IS much less explicit * He contemptuously rejects the hour 
geois nursery tale (\tndfrfibfl) that some people rather than others 
became, and arc still becoming every day, capitalists by superior intel 
ligcncc and energy in working and saving Now he was well advised to 
sneer at that story about the good boys For to call for a guffaw is no 
doubt an cxcelient method of disposing of an uncomfortable truth, as 
ciery politiaan knows to his profit Nobody who looks at historical and 
contemporaneous fact with anything like an unbiased mind can fail 
to obsene that this children's tale, while far from telling the whole 
truth yet tells a good deal of it Supernormal intelligence and energy 
account for industrial success and in particular for the founding of m 
dustnal positions in nine cases out of ten And preasely m the initial 
stages of capitalism and of every individual industrial career, saving was 
and IS an important element m the process iheugh not quite as ex 
plained m classic economics It is true chat one does not ordinarily at 
tarn the status of capitalist (industrial employer) by saving from a wage 
or salary in order to equip one's factory by means of the fund thus as- 
sembled The bulk of accumulation comes from profits and hence pre- 
supposes profits— this IS ut fact the tound reason for distinguishing 
saving from accumulating Thetneam required in order to start enter 
prise are typically provided by borrowing other people $ savings the 
presence of which in many small puddles is easy to explain or the de- 
posits which banks create for the use of the would be entrepreneur 
Nevertheless the latter docs save as a rule the function of his saving is 
to raise him above the necessity of submitting lo daily drudgery for 
the sake of his daily bread and to give him breathing space m order 
to look around to develop hu plans and to secure cooperation As a 
matter of economic theory therefore, Marx had a real case — though 
he overstated it — ^when he denied to saving the role that the classical 
authors aiuibuted to it Only his inference does not follow And the 
guffaw IS hardly more justified than It would be if the classical theory 
were correct • 

•See DarXaJwlaf vol i ch w»i "The Serret of ?riroil»ve Arfumolaljon " 

•I rot stay lo stress though I most mention ihsil even ihe classical theory 
if not is svrong as Marx preiendett ic v«as Saving up“ in the most literal sense 
has been especially in earlier stages of capiulitm a not unimportant method of 

ong nal accumulation Moreover there was another method that was aVin to 
)i though not ideniical with Many a factory In the seventeenth and eightewtth 
ceniuiies was just a shed that a man fas aUe to put op by the work of his hands 
and required only the s mplevt equipment to work it In such cases the manual 
vnorV of ihi prospective cap talisi plus a quite small fund of savings was all that 
was needed— and brams ot course 
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The guffaw did its v,-orh, howexer, and helped to clear the road £of 
Mancsaliematixe theory of pnmmxe accumulation But this aliema 
tnc theory is not as definite as we might wish Porce— robbery-^ub- 
lugation of the masses faahtataig their spoliauon and the results of 
the pillage m turn faciiitalmg subjugation— this Vfas all right ot course 
and admirably tallied with ideas common among intellectuals of all 
in our day still more than in the day of Marx. But endently it 
d^’not sohe the problem, which is to explain how some people ac 
quu-ed the power to subjugate and to rob Popular literature does not 
worrj about it I should not think of addressing the question to the 
wnungs of John Reed. But we are dealing with ^fa^x 
Now at least the semblance of a solution is afforded by the historical 
quality of all the major theories of Marx For him, it is essential for the 
logic of capitalism and not only a matter of fact, that it grew out of a 
feudal state of soaetj Of course the same question about the causes 
and the mechanism of soaal stratificauon anses also in this case, but 
Marx substantially accepted the bourgeois new that feudalism was a 
reign of force*® in which subjugation and exploitation of the masses 
were already accomplished facts The class theory denscd pnmaril) for 
the condiuons of capitalist soaety was extendi to its feudal prede- 
cessor— as was much of the conceptual apparatus of the economic 
theory of apitalism**— and some of the most thorn) problems were 
stowed asvay m the feudal compound to reappear m a settled 
'state, m the form of data, m the analysis ofnhe capitalist pattern 
The feudal exploiter was simply replac^ by the capitalist exploiter 
In those cases in xihich feudal lords aciuaDy turned ifno indus 
tnalists, this aTonc would soUe what u thus left of the problem 
Historical endence lends a certam amount of support to i^s new 
many feudal lords parucularly in Cerroany, in [act did erect and run 
factories, often prondmg the finanaal means from their feudal rents 
and the labor from the agncuUural population (not necessarily but 
sometunes their serfs) “ In all other cases the material as-ailafcle to 
stop lie gap ss distinctly infeiiDr The only frank way of expressing 
the situation is that finm a Marxian standpoint there u no satisfactory 
1® Many socialist wnten besides Majx have displaved that unenueal confidence 
in ihc expbnaiory lalue of the ele&ient of toax and of the controZ oser the 
physical means i.ath which to esen force. Ferdinand LassaUe for instance has little 
beyond cannons and bayonets to offer by way of explanation ot goTcmmental au 
thorny It u a source of wonder to me that so many people should be blind «o the 
j^weakness of such a soaology and ttvlhe fact that it would obnously be much truer 
y to say that paver leadt W» conJXrA ow eannoffls -men wabwi^ lo use them') 
than that tontro! over onnons generates power ' 

" This consutuies one of the af&aitics of the teaching of Xfaix to that of K 
_ltodbe«us. 


“W Sombart m the first edition ot his Theone iei modemm JkopUafurnar 
tried to make the mcr<t of those cases. But the attempt to base pnmitiie accumu 
bucm entirely en the accumulation of groond rent showed its hopelessness • 
Sombart huaself eventually re^vwnoMV ‘ 
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explanation, that is to say, no explanation without resorting to^non 
Marxian elements suggcstise of non Marxian conclusions’* 

This, however, vitiates the theory at both its historical and us logia! 
source Since most of the methods of pnmttive accumulation also ac 
count for later accuznubtjon^prjmiiive accumulation, as it were, con 
tinues throughout the capitalist era — it is not possible to say that 
Marx $ theory of social classes is all right except for the difficulties abou' 
processes m a distant past But u is perhaps supicrfluous to insist on the 
shortcomings of a theory which not even m the most favorable imtanca 
goes anywhere near the heart of the phenomenon it undertakes to ei 
plain, and which rievcr should have been taken seriously These in- 
stances are to be found mainly in that epoch of capitalist evolution 
which derived its character from the prevalence of the medium sued 
owner managed firm Beyond the range of that type, class positions 
though in most cases reflected m more or less corresponding cconotnic 
positions, arc more often the cause than the consequence of the latter 
business achievement is obviously not everywhere the only avenue m 
social enimencc and only where it a can "ownership of means of pr» 
duciion causally determine a group’s position in the social structure. 
Even then, however, it is as reasonable to make that ownership the d^ 
fining element as it would be to define a soldier as a man who happens 
to have a gun The water tight division between people who (together 
with their descendants) are supposed to be capiiahsu once for aK and 
others who (together with their descendants) are supposed to be prole 
tarfans once for all is not only, as has often been pointed out, utterly 
unrealistic but it misses the salient point about soaal classes — the in 
cessant rue and fall of individual families into and out of the upper 
strata The facts I am alluding to arc all obvious and indisputable If 
they do not show on Che Marxian canvas the reason can only be m their 
un Marxian implications 

Ii IS not superfluous however to consider the role which that theory 
plays within Marx s struaure and to ask ourselves what analytic inten 
tion — as distinguished from its use as a piece of equipment for the 
agitator — he meant u to serve 

On the one hand, we must bear in mind that for Marx the theory of 
Social Classes and the Economic Interpretation of History were not 
what they are for us vii two independent doctnnes With Marx, the 
former implemenu the latter in a panicular way and thus restricts— 

“Thu holds true even it we admit aobhety to the utmost extent lo fchich it i 
possible to do » without tiespasiing upcm the sphere of the intellectuals folli ' 
lore Robbery actually entered into the build ng up of commercia) capital at man? 
times and places Phoencian as wdl as En^sh wealth offers familiar examples. 
But even then (he Marxian exptanauon is inadequate because in the last resort 
successful robbery wusi rest wi the persona] supenoriry ol liie robbers And s> 
soon as this is admitted a very difteicnt theory of social stratification suggesu 
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makes more ’definite— the modus operandi oC the conditions or forms 
ol production These determine the social structure and, through the 
soaal structure, all manifestations of avilization and the whole march 
of cultural and political history But the social structure is, for all non 
socialist epochs, defined in terms of classes— those two classes— tshich 
jiie the true dramatis personae and at the same time the only imme 
I jiale creatures of the logic of the capitalist system of production svhich 
affects everything else through them This explains why Marx has 
; forced to make his classes purely economic phenomena, and even 
I phenomena that were economic tn a very narrow sense he thereby 
cut himself off from a deeper view of them but tn the precise spot of 
his analytic schema in which he placed them he had no choice but to 
do so 

; On the other hand. Marx wished to define capitalism by the same 
trait that also defines his class division A little reflection will convince 
the reader that this is not a necessary or natural thing to do In fact it 
■ was a bold stroke of analytic strategy which linked the fate of the class 
•phenomenon with the fate of capitalism in such a way that socialism, 
which m reality has nothing to do with the presence or absence of 
social classes, became, by definition, the only possible kind of classless 
soaety, excepting primitive groups This ingenious tautology could not 
equally well have been secured by any definitions of classei and of 
'upitalism other than those chosen by Marx — the definition by private 
ownership of means of produaion Hence there had to be just two 
classes, owners and non-owners, and hence all other principles of di 
vision, much more plausible ones among them, had to be severely neg 
lected or discoumed or else reduced to that one 
The exaggeration of the definiteness and importance of the dividing 
line between the capitalist class in that sense and the proletariat was 
surpassed only by the exaggeration of the antagonism between them 
To any mind not warped by the habit of fingering the Marxian rosary 
It should be obvious thu their relation is, m normal times, primarily 
one of cooperation and that any theory to the contrary must draw 
largely on pathological cases for verification In soaal life antagonism 
and synagogism are of course both ubiquitous and in fact inseparable 
except m the rarest of cases But 1 am almost tempted to say that there 
was, if anything less of absolute nonsense m the old harmonislic v lew— 
^11 of nonsense though that was too — than in the Marxian construe 
£on of the impassable gulf between tool owners and. tml u.vr.>:v. 
(however, he had no choice, not because he wanted to arrive at revo-' 
rlutionary results — these he could have derived just as well from dozens 
' of other possible schemata— but because of the requirements of his own 
analysis // class struggle was the subject matter of history and also the 
means of bringing about the socialist dawn, and 1 / there had to be just 
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those two classes then their relation had to be antagonistic on pnnaple 
or else the force m his system of soaal dynamics would have been lost 

Now though Marx defines capitalism sociologtcally'i e by the insti 
tution of pnsate control over means of production the mechamcs of 
capitalist society arc provided by his economic theory This economic 
theory is to show how the soaological data embodied in such concep 
tions as class class interest class behavior exchange between classes 
irork ourthrough the medium of economte values profits wages in 
vestment etc and how they generate precisely the economic process 
that will eventually break its own institutional framework and at the 
same time create the conditions (ot the emergence of another social 
world This particular theory of social classes is the analytic tool 
which by linking the economic interpretation of history with the con 
cepts of the profit economy marshals all social facts makes all phenom 
ena confocal It is therefore not simply a theory of an individual 'phe 
nomenon which is to explain that phenomenon and nothing else It 
has an organic function which is really much more important to the 
Marxian system than the measure of success with which it solves lU 
immediate problem This function must be seen if We are to under 
stand how an analyst of the power of Marx could ever have borne 
with Its shortcomings 

There are and always have been'' some enthusiasts who admired the 
Marxian theory of social classes as such But far more understandable 
a^ the feelings of all (hose who admire the force and grandeur of that' 
synthesis as a whole to the point of being ready to condone almost any 
number of shortcomings m the component pans We shall try to ap- 
praise It (or ourselves (Chapter IV) But first we mVst see how Marx s 
economic mechanics acquits ttself of the task that his general plan im 
poses upon it 
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MARX THE ECONOMIST 


A AN economic theonst Marx was first of all a very learned man It 
may seem strange that I should think it necessary to give such 
prominence to this element in the case of an author whom I ha\ e called 
a genius and a prophet Yet it is important to appreaate it Geniuses 
and prophets do not usually excel in professional learning and their 
originality if any is often due preasely to the fact that they do not 
But nothing in Marx s economics can be accounted for by any v. ant of 
scholarship or training in the technique of theoretical analysis He tvas 
a voracious reader and an mdefaugable worker He missed very few con 
tributions of significance And whatever he read he digested tvxesilmg 
with every fact or argument with a passion for detail most unusual m 
one whose glance habitually encompassed entire cmlirations and secu 
lar developments Criticumg and rejecting or accepting and coordinat 
mg he always went to the bottom of every matter The outsunding 
proof of this IS in his work Theories of Surplus Value, which is a monu 
menc of theoretical ardor Thu incessantendeaior to school himself and 
to master whatever there was to master went some way toward freeing 
him from prejudices and extra-saentific aims though he certainly 
worked in order to verify a definite vision To his powerful intellect 
the interest in the problem as a problem was paramount in spite 'bf 
himself and however much he may have bent the import of his final 
results while at work he was primarily concerned with sharpening the 
tools of analysis proffered by the saence of his day with straightening 
out logical difficulties and with building on the foundation thus 
acquire! a theory that in nature and intent was truly scientific what 
ever its shortcomings may have been 
It IS easy to see why both friends and toes should have misunderstood 
the nature of his performance in the purely economic field For the 
friends he was so much more than a mere professional theorist that it 
would have seemed almost blasphemy to them to give too much promi 
nence to this aspect of his work. The foes who resented his attitudes 
and the setting of his theoretic argument found it almost impossible to 
admit that in some parts of his work he did preasely the kind of thing 
which they valued so highly when presented by other hands Moreover 
the cold metal of economic theory is in Marx s pages immersed in such 
a wealth of sfeammg phrases as to a^uire a temperature not naturally 
Its own moever shrugs his shoulders at Marx s claim to be considered 
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an analyst tn the scicndfic sense thinks of course of those phrases and 
not of the thought, of the impassioned language and of the glowing in 
dictmcni of ''exploitation and ' immiKTitation" (ihis is probably the 
best way to render the word I etetendung, which is no more good Ccr 
man than that English monster is good English It is tmmtsertmento in 
Italian) To be sure, all these things and many others, sudi as his $plt^ 
ful innuendoes or his \tilgar comment on Lady Orkney,' arc important 
parts of the show, were imjionani to Marx himselt and are so both for 
the faithful and for the unbcbcim They explain in pan why many 
people insist on seeing m ^^anc'l theorenu something more than, and 
e\en something fundameniaify different from, the analogous proposi 
tions of hts master But they do not affect the nature of his analysis 
Marx' had a master then? \es Keal understanding of his economics 
begins with recogniiing that, as a theorist, he was a pupil of Ricardo 
He was hts pupil not only in the sense that his own argument evidently 
Stans from Ricardo s propositions but also in the much more significant 
sense that he had learned the art of theorizing from Ricardo He always 
used Ricardo s tools, and every theoretical problem presented siselt to 
him tn the form of difficulties which occurred to him in bis profound 
study of Rjcardo and of luggeztioni for further work which he gleaned 
from It Marx himself admitted mucli of ihfi, although of course he 
would not have admitted that his attitude toward Ricardo sssis typically 
that of a pupil whd goes to the professor, hears him speak several limes 
tn almost successive sentences of redundancy of population and of popu 
laiion that is redundant and again of machineiy making population re- 
dundant, and then goes home and trm to work the thing out. That 
both parties to fhe-AIarxian controversy should have been averse to ad 
muting this is perhaps understandable 
Ricardos is not ihe-onty mffuence which acted on Marx’s economics 
but no other than that of Quesnay, from whom Marx derived his fun 
damental conception of the economic process as a whole, need be men 
tioned in a sketch like ibis. The group of English writers who between 
1800 and 1S.10 tried to develop the labor theory of value may havt 
furnished many suggestions and details, but this is covered for our pur 
pose by the reference to the Ricardian current of thought Several au 
ihors, to some of whom Marx was unkind in inverse proportion to their 
distance from him and whose work ran vn many points parallel to hn 
(Sismondi, Rodbenus, John Stuart Mill), must be left out of account, 
as must everything not directly pertaining to the main argument — so, 
for instance, Marx’s distinaJy weak performance in the field of money 
in which he did not succeed in coming up to the Ricardian standard. 

bow for a desperately abbreviated outline of the Marxian argument 
unavoidably unjust on many counts to the structure of Das Kppilal 
' The Iriend ct VVjlliam III — Ihe tins 'o unpopular in hs own dsf Jiad 
by ilut time become an idol of the CDgli^ 



Marx the Eronomist 23 

which partly unSmshed partly bartered by successful attacl, still 
stretches its mighty skyline before usl , j 

1 Marx fell in uith the ordinary run of the theorists of his oiin ana 
also of a later epoch by making a theory of \-alue the comer stone of his 
theoretical structure His theoryof\alue is the Ricardian one Ibeliese 
that such an ouutandmg authority as Professor Taussig disagreed with 
'this and always stressed the differences There is plenty of difference in 
wording method of deduction and soaological implication 'but there 
is none in the bare theorem which alone matters to the theorist of 
today* Both Ricardo and Marx say that the %alue of etery commodity 
is (in perfect equilibrium and perfect competition) proportional to the 
quantity of labor contained m the commodity provided this labor is 
maccordance with the existing standard of efficiency of production (the 
' socially necessary quantity of labor ) Both measure this quantity in 
hours of work and use the same method in order to reduce different 
quabues of work to a single standard. Both encounter the threshold 
difficulues inadent to this approach similarly (that is to say, Marx en 
counters them as be bad learned to do from ^cardo) Neither has any 
thing useful to say about monopoly or what we now call imperfect com 
petition Both answer cnttcs by the same arguments Marx s arguments 
are merely less polite, more prolix and more philosophical in the 
worst sense of this word. 

Everybody knows that thu theory of value is unsatisfactory In the 
>o1ummous discussion that has be^ carried on about it the right is 
not indeed all on one side and m4ny faulty arguments have been used 
by Its opponents The essential point 1$ not whether labor 15 the true 
source or cause of economic salue This question may be of pn 
mary interest to soaal philosophers who want to deduce from it ethical 
claims to the product, and Marx himself was of course not indifferent to 
this aspect of the problem For economics as a positive saence, how 
ever which has to describe or explain actual processes it is much more 

*U may hoi ever be open to question nheUier this » all'ihat manered to 
Maix himself He vras under the same delusion as Aristotle viz, that value though 
a faaor in the decemunation of relaiive pnces is >et something that u different 
from and exists uidependemly of ictauve prices or exchange relat ons The 
propos Uon that the value of a commodiiy u the amount of labor embodied in it 
can hardly mean anything else If so iben there is a d fference between Ricardo and 
^^a^x ance Ricardos values are simply exchange values or relative piices_It u 
worth wh le to mention this because if we could accept this view of value much 
of his theory that seems to us untenable or even meaningless would cease to tie so 
Of coune we onnot. bor would the utnatioivbe improved if following some 
Marxologisu we took the view that whether a distinct substance ornotviarxs 
labor-quxnuty values are merely intended to serve as tools b> which to d splay 
the divis on of total social income ujio labor income and apital income (ihe th»rf 
trf individual relative pnces being then a secondary mauer) For as we shall see 
prescnil) Marxs theory of value also fads at this task (granted that we can 
divorce that task from the problem of indradual pnces) 
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important to ask bow the labor theory ol valuejworJu as a tool ol 
analysis, and the real troubiewith it ts that it does so very badly. 

To begin with, n docs not work at all outside ol the case of perfect 
compctitton Second, even with perfect competition it never works 
smoothly except if labor is the only factor of production and,' more 
over, if labor is all of one kind* If either of ihese two conditions is 
not fulfilled, additional assumptions must be introduced and analytical 
difficulties increase to an extent that soon becomes unmanageable. 
Reasoning on the lines of the labor theory of value is hence reasoning 
on a very special case v, iihout practical importance, though something 
might be said for it if it be interpreted in the sense of a rough approxi- 
mation to the historical tendencies of relative values. The theory which 
replaced it — in its earliest and'now outmoded form, known as the 
theory of marginal utility — may claim superiority on many counts but 
the real argument for it is that it is much more general and applies 
equally well, on the one hand, to the cases of monopoly and imperfect 
competition and. on the other hand, to the presence of other factors 
‘and of labor of many different kinds and qualities. Moreover, if we in- 
troduce into this theory the restrieiive assumpiions mentioned, propor- 
tionality between value and quantity of labor applied follows from it.< 
It should be clear, therefore, not only that it was perfectly absurd for 
Marxists to question, as at first they tried to do. the validity of the 
marginal utility theory of value (which was what confronted them), 

sTtie neceuUy tor the second auumpuen u particuUily damaging The labor 
theory of salue may be able lo deat with difletentes in quality of labor ihat are 
due CO itsinlng (acquired ikd)} appropnate quou of the H-ork that goes into the 
process of training Vioutd then have to be.added to every hour of skilled «'ork 
10 that %te might, without leaving the range of ihe ptinciple. put the hour of 
work done by a skilled workman equal to a determined multiple of an hour ot 
unskilled work. But this method faiU in the case of ' natural ' dlReTencea in quality 
of work due <o diderrnco in imelligence. will power, phyiieai iirengih or agility. 
Then recourse must be had to Ihe difletcnce in value of (he hours respectively 
s\otked by the naturally inferior and ihe naturalty superior workmen— a value that 
IS not itself explainable on the labor quantity principle In fact Kicardo does pre- 
cisely ihis he simply aa^s that ibose diQrrent qualities will somehow be puitnia 
(heir right relation by the play of the marker mechaRum to that we may after all 
apeak of an hour s work done by workman A being equivalent to a definite multiple 
of the work done by workman B But he ompletely otetlooks that in arguing 
in this tvay he appeals to another prmaple of valuation and really lurrenden 
the labor quanijly principle which ibwt tads from the start, within its own pie 
emeu and before it har the charm to tad because of the preience cl laciors other 
than labor 

‘In fact. It follosv's from the inaTginal utility theory of value that for equitibnura 
to exist each factor must be so distributed over the produciise uses open to it that 
the list unit allocated to any use pioducn the ume salue as the last unit allocated 
to etch of Ihe other uses. If ibere be no other factors except labor of one kind 
and quality tiiis ulivionsiy meins tliaf tfie reiitive values or prices of all cammodi 
ties luiin be proportional to the niimben of mao hours contained in them, pro- 
vided there is perfect competiiiofs and ibobility. 
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but also chat It IS incorrect to call the labor theoiy of \-alue wrong 
In any case it is dead and buried. 

2 Though neither Ricardo nor Maix seems to have been fully aware 
■of all the weaknesses of the position in which they had placed them 
selves by adopting this starting point they perceived some of them 
quite dearly In particular they both -grappled with the problem of 
' dimmating the element of Services of Natural Agents which of course 
are deprived of their proper place in the process of production and dis 
tribution by a theory of value that rests upon quantity of labor alone 
The familiar Ricardian theory of the rent of land 1$ essentially an at 
tempt to accomplish that elimination and the Marxian theory 1$ an 
other As soon as v.e are m possession of an analytical apparatus which 
takes care of rent as naturally as it does of wages the whole difficulty 
vanishes Hence nothing more need be said about the intrinsic merits 
or demerits of Marx s doctrine of absolute as distinguished from dif 
ferential rent or about lU relation to that of Rodbertus 

But even it we let that pass we are still left with the difficulty arising 
out of the presence of capital in the sense of a stock of means of pro* 
duction that are themselves produced To Ricardo n presented itself 
very simply m the famous Section IV of the first chapter of bis Prtn 
etples he introduces and accept* as a fact without attempting to ques 
tion Jt that where capital goods such as plant machinery and raw 
materials are used in the production of a commodity this commodity 
will sell at a price which will yield a net return to the owner of those 
capital goods He realued that this fact has something to do with the 
period of time that elapses beiv een the mvesimeni and the emergence 
of salable products* and that it will enforce deviations of the actual 
values of these from proportionality to the man hours contained in 
them — including the man hours that went into the production of the 
capital goods themselves— whenever these penods are not the same in 
all industries To this he points as coolly as if it followed from instead 
of contradicting his fundamental theorem abo^ value and beyond 
this he does not really go confining hiraself-fowme secondary prob- 
lems that arise in this connection and obviously bel eving that his 
theory still describes the basic determinant of value 

Marx also introduced accepted and discussed that same fact and 
never questioned it as a fact He also realued that u seems to give the 
lie to the labor theory of value But he recognued the inadequacy 
of Ricardo s treatment of the problem and while accepting the prob- 
lem itself in the shape in which Ricardo presented u set. ibwiA. 
attack It m earnest, devoting to it about as many hundreds of pages 
as Ricardo devoted sentences 

3 In doing so he not only dupUyed much keener perception of 
the nature of the problem involved but he also improved the con 
ceptual apparatus he received For instance he replaced to good 
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purpose Ricardo s distinction between C xed and circulating capital 
by (he distinction between comiam and variable (wage) capital and 
Ricardos rudimentary notions afxiut duration of the processes of 
production by the much more rigorous concept of organic structure 
of capital which turns on the relation between constant and variable 
capital He also made many other conmbutioni to the theory of capi 
tal We will however confine ourselves now to his explanation of the 
Dct return to capital his Theory of Exploitation 
The masses have not always fell themselves to be frustrated and 
exploited But the ineellectuais that formulated their views for them 
have always told them that they were without necessarily meaning by 
It anything precise ^farx could not have done without the phrase even 
if he had wanted to IIis merit and achievement were that he perceived 
the weakness of (he various arguments by which (he tutors the 
mass mind before him had tried to show how exploitation came about 
and which even today supply the stock tn trade of the ordinary radical 
None of the usual slogans about bargaining power and cheating satis> 
bed him What he wanted to prove was that exploitation did not 
arise from individual situations occasionally and acudentally but 
that It resulted from the very logic of the capitalist system unavoid 
ably and quite independently of any individual intention 
This IS how he did it The brain muscles and nerves of a laborer 
constitute as u were a fund or stock of potential labor (drbet(jkra/r^ 
usually translated Jtoi very satisfactorily by labor power) This fund 
or stock hfarx looks upon as a sort of substance that exists in a definite 
quantity and in cap talist society is a commodiiy like any other We 
may clarify the thought for ourselves by thinking of the case of slay 
ery Marts idea is that there is no essent al difference though there 
are many secondary ones between the wage contract and the pur 
chase of a slave— what the employer of free labor buys is not indeed 
as in the case of slavery ihelaboren themselies but a definite quota of 
' the sum total of their potential labor 

Now since labor in that sense (not the labor sert/ice or the actual 
manhour) is a commodity the law of value musrapply to it That 
IS to say II must in cquihbrium and perfect competition fetch a wage 
proportional to the number of labor hours lhal entered into its pro- 
duction But what number of labor hours enters into the produc 
tion of the stock of potential labor that is stored up within a work 
mans shin? Well the number of labor hours it took and takes to 
rear feed clothe and house the laborer® Th s constitutes the value 
of ihat slock and if he sells parts of it — expressed in days or weeks 
• Tbs! j liar ng tbo 6 s ixi on benrewi labor power and labor the rolotion 
wh ch S Bs ley (A Cr t cal Ducmirse on Iht Nslure Measure and Causes of 
Value 8*5) by an t pal on vo ed absurd as Marx h mselE d d not fa I to not ce 
(Dai Kap al vol ch -x x) 
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or vears-he will receive wages that el)tTesi»tid to the labor ^ 
these parts, lust as a slave trader selling a slave would in equilibrium 
receive a price proportional to the total number ol those lator hours 
It should be observed once more that Marx thus keeps carelully clear 
of all those popular slogans which in one form or another hold that 
in the capitalist labor market the workman is robbed or cheated or 
that, in his lamentable weakness he u simply compelled to accept 
any terms imposed The thing is not as simple as this he geu the lull 
value of his labor potential 

But once the capitalists have acquired that stock of potential 
services they are in a position to make the laborer work more hours— 
render more actual services— than it takes to produce that stock or 
potential stock They can exact in this sense, more actual hours of 
labor than they have paid for Sina the resulting; products also sell 
at a price proportion^ to the man hours that enter into their pro- 
duction there is a difference between the two values — arising from 
nothing hut the modus operandt of the Marxian law of values — 
which necessarily and by virtue of the mechanism of capitalist markets 
goes to the capitalut This^u the Surplus Value (Mehneert) • By ap* 
propnating it the capitalot ^'exploits labor, though he pays to the 
laborers not less than the full value of their labor potential and re- 
ceives from consumers not more than the full value of the products he 
sells Again it should be observed that there is no appeal to such things 
as unfair pnang, restriction of production or cheating in the markets 
for the piquets Marx did of course not mean to deny the existence of 
such practices But he saw them in their true perspective andjience 
never based any fundamental conclusions upon them 
Let us admire, m passing, the pedagogics of it however special and 
removed from ns ordinary sense the metining might be which the 
word Exploitation now acquires, however doubtful the support which 
it denves from the Natural Law and the philosophies of the school 
men and the writers of the Enlightenment, it 1$ received into the p;fle 
of scientific argument after all and thus serves the purpose of comfort 
mg the duaple marching on to fight his battles 
As regards the merits of this saentiGc argument ue must carefully 
disunguish two aspects of it, one of which has been persistently 
neglected by critics At the ordinary level of the theory of a stationary 
economic process it is easy to show that under Marx s own assumptions 
the doctrine of surplus value is untenable The labor theory of value, 
even if we could grant it to be valid for every other commodity can 
nevCT be applied to the commodity l^^bor, for this would imply that 
'^or^en like machines are being produced according to rational 
cost calculations Since they are not. there is no warrant for assuming 
•The rate of surplus value (degree srf exploiution) » defined as the ratio be 
tween surplus value and the vanable (wage) capuaL 
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that the value of labor pov,-cr will be proportional to the manhours 
that enter into its ‘ production Lrigically hlarx would have improved 
his position had he accepted Laasalles Iron Law of Wages or simply 
argued on Malthusian lines as Ricardo did But since he very wisely 
refused to do that, his theory of exploitation loses one of its essential 
props from the start ^ 

Moreover, it can be shown that perfectly competitive equilibrium 
cannot exist in a Mituation in which all capitaiM-employm make ex 
ploitation gains For in this case they would individually try to ex 
pand production, and the mass effect of this would unavoidably tend 
to increase wage rates and to reduce gams of that kind to zero It 
would no doubt be possible to mend the case somewhat by appealing 
to the theory of imperfect competition, by introducing friction and 
institutional inhibitions of the working of competition, by sucssmg 
all the possibilities of hitches m the sphere of money and credit and 
so on Only a moderate case could be made out in this manner, how- 
ever one (hat Marx wouid have heartily despised 

But there is another aspect of the matter We need only look at 
Marx s analytic aim m order to r<alite that he need not have accepted 
battle on the ground on which it is so easy to heat him This u so 
easy only as long as we see in the theory of surplus value nothing but 
a proposition about stationary economic processes in perfect equihb- 
num Since what he aimed at analyzing was not a state of equilibrium 
which according to him capicatuc society can never attain, but on 
the contrary a process of incessant change m the economic structure, 
critjosm along the above lines is not completely decisive Surplus 
values may be impossible in perfect equilibrium but can be ever 
present because that equilibnum u never allowed to establish itself 
They may always tend to vanish and yet be always there because they 
are corutantly recreated. Thu defense will not rescue the labor theory 
of value, particularly as applied to the oammodity laboy itself, or the^ 
argument about exploitation as it stands But it will enable us to 
put a more favorable interpreiaiion on the result, although a satis 
factory theory of those surpluses will strip them of the specifically 
Marxian connotation This aspect proves to be of considerable im 
portance It throws a new light also on other parts of Marx s apparatus 
of economic analysis and goes far toward explaining why that ap- 
paratus was not more fatally damaged fay the successful critiasms 
directed against its very fundamenU 
4 If however we go on at the level on which discussion of Marxian 
doctrines ordinarily moves, we get deeper and deeper into difficulties 
or rather we perceive that the faithful do when they try to follow 
the master on his way To begin with the doctrine of surplus vilue 
does not make it any easier to solve the problems, alluded to above, 
^We iJull tee tacer how Man tried to solace that prop 
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^vhich are created by the discrepancy bets%een the labor theory of olue 
and the plain facts of economic reality On the contrary it accentuates 
them because, according to it constant capital— that is, non svage rapi 
tal— does not transmit to the product any more salue than it loses 
in Its production, only wage capital does that and the profits earned 
should in consequence s-ary as between firms, according to the organic 
composition of their capitals Marx relies oh the competition benseen 
capitalists for bringing about a redistribution of the total mass 
of surplus snlue such that each firm should earn profits proportional 
to Its total capital or that individual rates of profits should be equal 
ued \Ve readily see that the difficulty belongs to the class of spurious 
problems that always result from attempts to work an unsound theory,* 
and the solution to the class of counsels of despair hfarx however, 
behesed not only that the latter availed to establish the emergence 
of uniform rates of profits and to explain howr because of it, relative 
prices of commodities will deviate from their values in terms of labor,* 
'but also that his theory offered an explanation of another ‘law’ 
that held a great place in classical doctrine, namely, the statement 
that the rate of profit has an inherent tendency to fall This follows 
in fact fairly plausibl) from the increase relative importance of 
the constant part of the total capital in the wage-good mdustnes 
if the relative importance of plan* and equipment increases in those 
industries, as it does in the course of capitalist evolution, and i£ the 


SThere u however one elenent la it »hich it noi unsound and the peitep 
tion of which hoviever dun thouid be mended lo Man* aedtl U \% not as 
almost all economisu believe even today an unquesiionable fact that produced 
means of pmdvcuon would yield a net return >n a perfectly stationary economy 
If they in practice normally do seem to yidd net relums that may well be due 
to the fact that the economy never is stationary Marx s argument aoout the net 
return tojapital might be interpreted as a denous way of recogntting this. 

*His solution of that problem he embodied in nianuscnpts from which his 
friend Engels compiled the posthumous third volume of Du Kapttal Therefore 
we liave not before us what Mati hinudl iDight ultimately have washed to say 
As It was most critics felt no hesitation in eonvicting him of having by the third 
volume flatly contradicted the doctnne of the first. On the face of it that ver 
diet is not justified If we place oursetves on Marxs standpoint as'it is our duty 
in a question of this kind it is not absurd to looV upon surplus value as a 
“mass” produced by the social process of production considered as a unit and to 
male the rest a matter of the distribution of that mass. And if that is not absurd. 
It IS stiU possible lo hold that the lelative pnees of commodities as deduced m 
the third volume folio v from the labor-quantity theory m the first volume. Hence 
It u not correct lo assert as some wTiieK’rtom Lexis to Cole have done that Marc s 
theory of vaiue u completely divorced from and contributes nothing to "his theorv 
of prices But htarx stands to gain Iifile by being cleared of contradiction The 
remaining indictment is quite strong enough The best contribution to the whole 
quesuon of how values and prices are related to each other in the Marx ai 




tern that also refers to some of the better performinces in a coniroreny that was 
. Bortkiewia Wertrechnung und Preisrechnung 

1 Matxschen System Arehiv fur SomI isscnschaft und SoytatpoltUk, 1907 
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rate of surplus value or the degree of exploitation remains the same 
then the rate of return to total capital will m general decrease This 
argument has elicited much admiration, and was presumably looked 
upon by Marx himself with all the satisfaction we are m the habit 
of feeling if a theory of oun explains an observation that did not 
enter into its construction It would be interesting to discuss it on its 
ussn merits and independently of the mistakes Marx commuted m de> 
riving it \Ve need not stay to do so, for it is sufficiently condemned 
by its premises But a cognate though not identical proposition pro- 
vides both one of the most important ‘ forces ’ of Marxian dynamics 
and the link betvreen the theory of exploitation and the next“story 
of Marxs analytic structure, usuallyTcfetrcd to_as the Theory of 
Accumulation * 

The mam part of the loot wrung from exploited labor (according 
to some of the disciples praaically all of it) capitalists turn into capi 
tal — means ol production In itself and bamng the connotations 
called up by Nf arx s phraseology, this is of coune no more than a state- 
nfbtit of a very familiar fact ordinarily desaibed in terms of saving 
and insesimeni Tor Marx however this mere fact was not enough if 
the capitalist process was to unfold in inexorable logic, that fact had 
to be pan of this logic which means practically that n had to be 
necessary Xor would it have been satufactory to allow this necessity 
to grow out of the social psychology of the capitalist class for instance 
m a way similar to Max Weber s who made Puritan auuudes— and 
abstaining from hedonist enjoyment of one s profits obviously fits well 
into their paitcrn — 3 causal detennmam of capitalist behavior Marx 
did not d«pise any support he felt able to derive from this method 
But there had to be something more substantial than this for a $ys 
tem designed as his was something which compels capitalists to ac 
cumulate irrespective of what they feel about it, and which is powerful 
enough to account for that psychological pattern itself And fortu 
naiely there is. 

In setting forth the nature of that compulsion to save, I shall for 
the sake of convenience accept Marxs teaching-on one point that 
IS to say I shall assume as he does that saving by the capitalist class 
Ipso facto implies a corresponding increase m real capital This 

•9 For imcance in one phee i p 654 of the Everyman edi 

( on) he surpasses himself In picturesque rhetoric on the subject— I th nk 
further than is proper for the author of the economic inierpletaCion of history 
Accuinulaimg may or may not be "Jirose* and all ibe prophets (!) for the capitalist ^ 
class and such fl ghis may or may not aiv ke i» as ridiculous — with Mart arga 
menis oi that lype and in iliat style are always suggniive o( some weakness that 

must be screened 

« fbr Sfarx sav ng or accumu^iing is sdoit caf w ift convers on of "surplus value 
into cap tal W th that 1 «io not propose to lake issue though mdivid la) altempis 
at saving do not neeessaiity and automat cally Increase real capital Marxs view 
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movement will in the first instaitcc sawnys occur in the variable pMt 
of total capital, the wage capital even .1 the 

the constant part and in particular that part which Ricardo called 
fixed capital— mainly machinery . j , 

When discussing Marx s theory of exploiution, I have pointed out 
that m a perfectly competitive economy exploitauon gains would 
induce capitalists to expand production, or to attempt to expand 
It because from the standpoint of every one of them that would 
mean more profit In order to do so they would have to ai^mulate 
Moreover the mass effect of this would tend to reduce surplus values 
through the ensuing rise in wage rates if not also through an en 
suing fall in the prices of products — a very nice instance of the con 
tradictions inherent in opitalism that were so dear to Marxs heart 
And that tendency itself would, also for the individual capitalist, con 
stitute another reason why he should feel compelled to accumulate, “ 
though again that would in the end maVe matters worse for the capi 
talist class as a whole There would hence be a sort of compulsion to 
accumulate even in an otherwise stationary process which, as I men 
tioned before, could not readi stable equilibrium untiy accumulation^ 
had reduad surplus value to zero and thus destroyed capitalism it 
ielf» 

Much more important and mudi more drastically compelling is 
something else, however As a matter of fact, capiuhst economy is 
^not and cannot be stationary Nor is it merely expanding m a steady 
manner It is incessantly being revolutionized from by new 

enterprise, i e , by the intrusion of new commodities or new methods 
of production or new commeraal opportunities into the industrial 
structure as it exists at any moment Any exuung structures and all 
the conditions of doing business are always in a process of change. 

teems to me (o be to much nearer the truth than the opposite view sponsored by 
many ot my conCemporanes (hat 1 do not thinh it worth while to challenge it here 

w Less would of course m general be aaved out of a imaller than out of a bigger 
income But more will be aved out of any giren income if it is not expected to 
last or it It IS expeaed to decrease than would be saved out of the same income 
if It were known to be at least stable at its current figure 

»»To some extent Marx recognues this But Tie thinks that if wages nsc and 
thereby interfere with accumulation ibc rate of the latter wiU decrease “because 
the tumulus of gam is blunted so that the mechanism of the process of capi 
Ulisi production removes the very obstades it temporarily creates " (Das Kapttal, 
vol I ch wv seaion i ) Now this tendency of the capitalist mechanism to equili 
brate itself is surely not above qucsbon and any assertion ot it would require 
to ny trie least careful qualification But the interesting point is that we should 
call that smement most un Marxan if le happened to come across it in the 
work of anoAer economist and that as far as it is tenable it greatly weakens the 
Min drift of Marxs argument In ibis point as in many others Marx displais to 

h" hviXo ““ '•k'* 
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E\ery situation is being upset before U has had time to work, itself 
out Economic progress, in capitalist society, nieanj lurnioil And, 
as VC shall see in the next part, in this turmoil competition vorLs 
in a manner completely different from the way it would work in i 
stationary process howescr perfectly competitive Possibilities of gains 
to be reaped by producing new things or by produang old things 
more clieaply arc constantly maicnaluing and calling for new in 
testments Tht^e new produces and new methods compete with the 
old products and old methods not on equal terms but at a decisive 
advantage that may mean death to the latter This is how "progress" 
comes about in capitalist sooety In order to escape being undersold, 
evejy firm is in the end compelled to follow suit, to invest in its turn 
and, in order to be able to do so. to plow back part of its profits. 
I e , to accumulate ** Thus, everyone else accumulates 

Now Nfarx saw this process of indusuial change more clearly and 
he realized us pivotal importance more fully than any other economist 
of his time This does not mean that he correctly understood lU 
nature or correctly analyzed jis mechaniim Wub him, that inecha 
niim resohes itself into mere mechanics of masses of capital He had 
no adequate theory of enterpri^ and his failure to distinguish the 
entrepreneur from the capitalist, together with a faulty theoretical 
technique, accounu for many cases of non se^uitur and for many mis 
takes But the mere vision of the process vvas m itself sufficient for 
many of the purposes that Marx had in mind. The non te^uttur 
ceases to be a fatal objection if what does not follow from Man's 
argument can be made to follow from another one. and even down- 
right mistakes and misinterpretations are often redeemed by the 
substantial correctness of the general drift of the argument m the 
course of which they occur — m particular they may be rendered m 
nocuous lor the further steps of the analysis which, to the critic who 
fails to appreciate this paradoxical situation, seem condemned be 
yond appeal 

had an example of this before Taken as ic stands, Marx’s theory 
of surplus value is untenable But unre the capitalist process does 
produce recurrent waves of temporary surplus gams over cost which, 
though in a very un Marxian way, other theories can account for all 
tight, Marx s next step, insoibed to accumulation, is not completely 
vitiated by his previous slips Similarly, Marx himself did not satis 
factorily establish that compulsion to accumulate, which is so essential 

“That |5 of course not the only method ot financing technological ImprovemenL 
' Bui Si 1> pTaclicallr the onl}’ meihod that Marx considered Since it aclual]^ is a 
very jniponant one \ e may here lollos* him in this though other methods, par 
.wa\li«y' ,\tw ijwiwiv.ttg' .twnv si’ susMiig" xstpaviw pi^soViui." •snoso 

quences of their o\<n insertion of which would really be necessary in order lo 
dras a correct picture ot the capitalist process 
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to his argument But no great hatm results from the shorteoimngs o£ 
iits explanation because, m the s«iy aUuded to, ue »“PP>y 

a mote samfactoty one ourselies. m which among other things the 
fall of profits drops into the right place by itself The ap-cgate rate 
of profit on total industrial capital need not fall in the long run, 
MthCT for the Marxian reason that the constant capitM inae^es 
relatively to the variable capital'* or for any other It is suffiaent that, 
as we have seen, the profit of every individual plant is incessantly 
being threatened by actual or potential compeution from new com 
modmes or methods of production which sooner or later will turn 
It into a loss So we get the driving force required and even an 
analogon to Maixs proposmon that consunt capital does not pr^ 
duce surplus value— for no individual assemblage of capital goods 
remains a source of surplus gams forever — without having to rely 
on those parts of his argument which are of doubtful validity 
Another example is afforded by the next link m Marx s chain his 
Theory of Concenirauon, that is, his treatment of the tendency of 
the capitalist process to increase the size both of industrial plants 
and of UT»u of control All he has to offer in explanation,'* when 


stripped of his imagery, boils down to the unexatmg statements that 
the battle of competition is fought by cheapening commodities’ 
which depends, eaetern panbus, on the productiveness of labor , 
that this again depends on the scale of production and that the 
larger capitals beat the smaller This is much liVe what the current 
textbook says on the matter, and not very deep or admirable in itself 
In particular it is inadequate because of the exclusive emphasis placed 
on the size of the individual ‘capitab ' while m hisvlescription of effects 
hfarx is much hampered by hts technique which is unable to deal ef 
fccUvely with either monopoly or oligopoly 


^Actcrding to Matx proBn can of coune abo fall for another reason i,e 
because of a Tall in ihe rate of surplus value That may be due either to in 
aeases in wa^ rates or to reductions by legislation tor instance of the daily 
bouts ot work It IS poutble to argue even Innu ihe standpoint of Marxian theory 
that this vfill induce “capitalists to substitute labor saving capital goods for 
labor and hence also inaease investment lem pM arfly irrespecLve of the impact 
of new commodities and of technological progiess Into these questions we can 
not enter however But we may note a curicMis inadent la 1837 Nassau W 
Senior pubi shed a pamphlet entitled Letters oji the Faelory Act jn which he tried 
to show that the proposed reduction of Ihe duration of the working day would 
result IQ the annihilation of profits in the cotton industry In Das Kapttal vol i 
'ch VII section 3 Marx surpasses tumself in fierce indictments against that per 
formance Semors argument is in fact little short of foolish But Marx should have 
been the last person to say so for it is quite in keeping with his own theory of 
exploiuuon 


“See D« Kapttal vol 1 ch xxv section X 

i^This conclusion often referred to as ihe theory of expropriauon is with Marx 
MoibCT economic basis of that struggle ^ which capitalists destroy one 
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Yet the admiration so many economists outside the fold profess to 
feel for this theory is not unjustified For one thing to prediet the 
advent of big business was considering the conditions of Marx $ day, 
an achievement in Itself But hedid more than that He neatly hitched 
concentration to the process of accumulation or rather he visualited 
the former as part of the latter, and not only as part of m factual 
pattern but also of its logic He perceived some of the consequences- 
correctly — tor instance that 'the increasing bulk, of individual masses 
of capital becomes the material basis of an uninterrupted revolution 
in the mode of production itsclF — and othen at least in a one-sided or 
distorted manner He electrified the atmosphere surrounding the 
phenomenon by alt the dynamos of class war and politics — that alone 
would base been enough to raise bis exposition of it high above the 
dry economic theorems involved, particularly for people without any 
imagination of their own And most important of all, he was able to 
go on almost entirely unhampered by the inadequate motivation of 
individual traits of his picture and by what to the professional appears 
to be lack of stringency in hit argument for after all the industrial 
giants actually were m the ofling and so was the soaal situation which 
they were bound to create 

5 Two more items will complete this sketch Marx's theory of 
Vtrelmdung or, to use the English equivalent 1 have ventured to 
adopt of immtseritation and his (and Engels’) theory Of the trade 
cycle In the former both analysis and vision fail beyond remedy, 
both show up to advantage m the latter 

Marx undoubtedly held that in the course of capitalist ev'olution 
real wage raies and the standard of life of ihe masses would fall jrj 
the better paid and fail to iropTove m the wont paid strata and 
that this would come about not through any accidental or environ 
mental arcumstances but by virtue of the sery logic of the capitalist 
processes As a prediction this was of course singularly mfeliaious 
and Marxists of all types hare been hard put to u to make the best 
of the clearly adverse evidence that oinfronted them At first and 
in some isolaicd instances even to our day, they displayed a remarkable 
tenacity in trying to save that 'taw as a statement of an actual 
tendency borne out by wage statistics Then attempts were made to 
read into it a different meaning that is to say to make it refer not 

”7T!ere ij a first S »e drfense wSidi Marvitti. lie most apolc^sts are vfont 
to fet against the rntiol intention lurking behind any such clear-cut iiacement 
It !s that Mant did not entirely bit to see the other s de of the medal and that 
he very often "recogn led cnes of y s ng wagea and so on — as indeed nobody 
could pot ibly fa 1 to do—ihe implicatioii being that he fully anticipated whaiesei 
a critic might have to say So prol » a Vinter who interlaids his argument with such 
nch layers of historical analys s tialurallr jpves mote scope for such defense than 
any of the fathers of the church did. But what o Ihe good of recognirfng" re- 
calcitraoe fact if it u not allowed to enfluenoe conclusions^ 
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to rates ot real wages or to the absolute share that goes to the working 
class but to the relative share of labor incomes in total national in 
{xjme Though some passages in Mane Will in fact bear interpretation 
in this sense, this clearly violates the meaning of most Moreover, little 
would be gained by accepting this interpretation, because Marx s main 
conclusions-presuppose'that the absolute per capita share of labor 
i should fall or, at the very least, not increase if he really had been 
thinking of the relative share that would only add to Marxian troubles 
Finally the proposition itself would still be wrong For the relative 
share of wages and salaries in total income varies but little from year 
to year and is remarkably constant over time— it certainly does not 
reveal any tendency to fall 

There seems however, to be another way out of the difficulty A 
tendency may fail to show in our stamtical time senes— which may 
even show the opposite one as they do in this case — and yet it might 
be inherent in the system under investigation, for it might be sup- 
pressed by exceptional conditions This is in fact the line that most 
modem Marxists take The exceptional conditions are found in 
colonial expansion or, more generally, in the opening up of new 
countries during the nineteenth century, which is held to have brought 
about a ' dosed season for the victims of exploitation In the next 
part we shall have occasion to touch upon this matter Meanwhile, let 
us note that facts lend some primo facie support io this argument 
which u also unexceptionable in logic and therefore might resolve the 
difficulty if that tendency were otherwise well established 

But the real trouble is iharMarxs theoretical structure is anything 
but trustworthy in that sector along with the vision the analytic 
groundwork is ihtre at fault The basis of the theory of im misenra 
tion IS the theory of the ' industrial reserve army/ i e , of the unem 
ployment created by the mechanizauon of the process of production^® 
And the theory of the reserve army is in turn based upon the doctrine 

expounded in Ricardo s chapter on machinery Nowhere else ex 

cepimg of couise the theory of value— does Marx s argument so com 
pletely depend on that of Ricardo without adding anything essential 21 

i»ThK idea was suggested by Maix himself though it has been developed by the 
Neo Manuals. ^ ' 

“This kind of unemployment must of coune be* distinguished from others In 
paiucuUr Marx notices the kind which owes Its existence to the cyclical variations 
,in business activity Since the two are not independent and since m his argument 
>■ he often rel es on the latter type ratbei than <m the former d BicuUies of interpre 

iaUQn_aii5e_of 

*>To any theorist this must be obvious from a study not only of the ledei 
motertae Das KapitaJ vol i ch xv sections 5 4 5 and especially 6 (where Marx 
deals with the theory of compensation to "be noted above) bul also ot chs xxiv 
ind XXV where in a partially -different garb the same things are repeated and 
elaborated ‘ 
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I am speaking of course of the pate theory of the Phenomenon only 
Marx did add as always many minor touches suci\ the felicitous 
generalization by which the repbeement of skilled by unskilled work 
ers 1$ made to enter into the concept of unemplo)meni also he added 
an infinite wealth of illustration and phraseology ^^d, most impor 
tant of alb he added the iinpressne setting the wid^ backgrounds of 
bis social process ^ 

Ricardo had at first been inclined to share the view^ common at 
all times that the introduction of machines into the Productive process 
could hardly fail to benefit the masses When he ca^e doubt that 
opinion or, at all events its general validity, he svuh characteristic 
frankness revised his position No Jess charaaeristically, he leaned 
backwards in doing so and. using hts customary method of ' itnagin 
ing strong cases, produced a numerical example, si,^] Vnown to all 
economists to show that things could also turn out the other way 
He did not mean to deny, on the one hand that h^ ^25 proving no 
more ihan a possibility — a not unlikely one thD^,gh_jjr^ on the 
other hand, that m the end net benefit to labor w^ui^t result from 
mechanieatian chrbugh its ulterior e^ecu on tom output, prices 
and so on 

The example is correct as far as it goes ** The so^iewhat more re 
lined methods of today support its result to the Extent that they 
admit the possibility it aimed at establishing as wel^ gj (he opposite 
one they go beyond it by stating the formal conditions which d^" 
tcrmine whether the one or the other consequence wjH ensue That 
IS of course all that pure theory can do Further d^ta are necessary 
in order to predict the actual effect But for our pijrpose, Ricardos 
example presents another interesting feature He tonsiders a firm 
owning a given amount of capital and employing a ^nen number of 
workmen that decides to take a step in mechanizatior, Accordingly, it 
assigns a group of those workmen to the task of coQuructing a ma 
chine which when installed will enable the firm to dijp^nje viiih part 
of that group Profits may eventually remain the sjrne (after the 
competilne adjustments which will do away with any lemjiorary 
gain) but gross revenue wfll be desuoyed to the exat^ amount of the 
wages previously paid to the workmen that have now been ‘set 
free Marxs idea of the replacement of variable (vage) capital by 
constant capital is almost the exact re^ica of this Wjy of putting « 
Ricardos emphasis upon the ensuing redundancy population iv 
likewise exactly paralleled by Marxs emphasis upon surplus popula 
tion which term he uses as an alternative to the terijj industrial re 

**Or It can be made correct •ntboat Joaitg lU ngn Seance xhere are a few 
doubtful pointi about the argfttntiu that are probably due jy juaeotable 
lethn tjue — which jo many'fconciaist* would love lo perpetuaig^ 
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serve anny" Ricardo’s teaching » indeed being swallowed hooV, line 

But what may pass muster as long as we move vvuhm the restricted 
purpose Ricardo had m view becomes utterly inadequate— m tact the 
source of another non sequilur. not redeemed this tune by a correct 
vision of ultimate results — as soon as we consider the supersiruciure 
Marx erected on that slender foundation Some^such feeling he seems 
to have had himself. For with an energ) that has something dcsperaie 
about It he clutched the conditionally pessimistic result of his teacher 
as if the latter s strong case were the only possible one, and with 
energy even more desperate he fought chose authors who had dc 
sloped the implications of Ricardos him at compensations that the 
machine age might hold out to labor even where the immediate elTect 
of the introduction of machinery spelled injury (theory of compensa 
tion the pet aversion of all Marxists) 

He had every reason for taVing this course For he badly needed a 
firm foundation for bis theory of the reserve army which was to serve 
two fundamentally important purposes, besides some minor ones 
First, we have seen that he depmw his doctrine of exploitation of 
what I have called an essential prop by hi$ aversion quae understand 
able m itself, to making use of the Malthusian xheo^ of population 
That prop was replaced by the everpresent, because ever recreated'’* 
reserve army Second, the particularly narrow ^lew* of the process of 
mechaniuiion he adopted was essential m order to motivate the re 
sounding phrases in Chapter XXXU of the first volume of Das 
Kapital which in a sense are the crowning Jinale not only of that 
volume hur of Marxs whole vvork 1 vvill quote them in full-more 
fully than the point under discussion requires — in order to give my 
readers a glimpse of Manr m ibe aiuwde which actovnis cqiiaSiy well 
for the enthusiasm of some and for the contempt ot others tN hether 
a compound of thin^ that arc not so or the vefy heart of prophetic 
truth here they are 

* Hand in hand with this centralization, or this expropriation of 
many capitalists by few, develops ifie entanglement of all nations 
in the net of the world market, and with this the international char 
acter of the capitalist regime Along with the constantly diminishing 
number bf the magnates of capital, who usurp and monopolize all ad 
vantages of this process of transformation grows the mass of misery 
oppression, slavery, degradation, exploitation but with this loo grows 


“It is of course necessary to stress the incessant creation It wouW be ouue 
Maras 1 ordj a» vdl as meamiig to tmagine as some' ait cs have done 
l ai tie assumed thai the inirodunion ot machinery threw people oiTl'of work who 
then i ould remain indnidually nnemployed ever after He did not deny ab 

wm ** unemployment created 

will each lime be absorbed entirely tnisses the larget 
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the revolt of the working das* a das* always maeasmg in numbers 
and disciplined united organized by the very tnechanum o! the 
process of capitalist production lUelf The monopoly of capital be- 
comes a fetter upon the mode of production which has sprung up 
and Hounshed along with it and under it Centralization of the means 
of production and socialization of labor at last reach a point where 
they become incompatible with their capitalist integument. Thu 
integument bursts "nie IncU of capitalist private property sounds 
The expropriators are expropriated 

6 Marx s performance in the field of business cycles is exceedingly 
difficult to appratse The really valuable part of it consists of dozens 
of observations and comments most of them of a casual nature, which 
are scattered over almost all his writings many of his letters included 
Attempts at reconsminion from such membra disjecta of a body that 
nowhere appears in (he flesh and perhaps did noc even exist in ^{arx s 
own mind except m an embryonic form may easily yield different 
results m different hands and be vitiated by the understandable lend 
ency of the admirer to credit Marx by means of suitable interpreia 
tion vnth practically all those tesulta of later research of which the 
admirer himself approves 

The common run of friends and foes never realized and does not 
realize now the kind, of task which oonfronu the commenfktor b^ 
cause of the nature of hf arx * kaleidoscopic contribution to that sub- 
ject Seeing that Marx so Irei^uendy pronounced upon u and that 
It was obviously very relevant to his fundamental theme they Took 
It (or granted that there must be some simple and clear-cut Marxian 
cycle theory which u should be possible to make grow out of the 
rest of his logic of ihe capitalist process- much as for instance the^ 
theory of explotcacion grows out of the labor theory Accordingly 
they set about finding such a theory and it u easy to guess what it 
was that occurred to them. 

On the one hand Marx no doubt extols — though be does not quite 
adequately motivate — the tremendous power of capitalism to deielop 
society s capacity to produce On the other hand he incewanily places 
emphasis on the growing misery of the masses Is jt not the most 
natural thing in the world to conclud* that crises or Repressions are 
due to the fact that the exploited masses cannot buy what that ever 
expanding apparatus of production turns out or stands ready to turn 
out and that for thu and also other reasons which we need not re- 
peat the rate of profits drops to bankruptcy level? Thus we seem indeed 
to land according lo whiA element we want to sirest at the shores of 
eiiher an under consumption or an over produciion theory of the 
most contemptible type 

The Marxian explanation has in fact been classed with the under 
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com„n,pt.on ihtones o! '* There »re .wo 

be invoked m support First m die theory oi surplus value and also m 
other matters the affintty o! Mants teachings TOlh that o£ Sismondi 
and Rodbertus is obvious And these men did espouse the under 
consumption view It s^as not unnatural to infer that Marx might have 
done the same Second, some passages in Marx’s works particularly 
the brief statement about crises contained in the Communist Mam 
festo undoubtedly lend themselves to this interpretation, though 
Engels utterances do so much more“ But this is of no account since 
Marx showing excellent sense, expressly repudiated it 
The fact is that he had no simple theory of business cycles And 
none can be made to follow logically from his lai^*^ of the capitalist 
process Even if we accept his explanation of the emergence of sur 
plus value and agree to allow that accumulation mechaniiation (rela 
aive increase of constant capital) and surplus population the latter 
inexorably deepening mass misery, do link up into a logical chain that 
ends in the catastrophe of the capitalist s;^stem— even then we are 
left without a factor that would necessarily impart of cyclical fluctua 
tion to the process and account for an immanent alternation of pros 
perities and depressions No doubt plenty of accidents and inadents 


s*Though thii Inwrptccstion has becone a fashion 1 will mention two authon 
only one of whom is responsible for « modiSed version of ii jihile the other may 
Itestify to IIS peniscenee Tugan Baranowsky Thtoreiuche Crvndlagen des Marxtt 
mtu 1905 who condemned Ntarxs theory of crises on that ground and M Dobb 
Pohtieol Economy and Capitalum 19)7 who is more lytopaibetic toward it 
^ “Engels somewhat' commonplace view of the maticr u best expressed In his 
polemical book entitled Herm £ugrn Duhnngs Umwaliung der Wtssenschaft 
1878 m what has become one of (he most frequently quoted passages in socialist 
bterature He presents there a very graphic account of the morphology of crises 
that IS good enough no doubt for the purposes of popular lectures but also the 
opinion standing in the place in which one would look for an explanation that 
“the expansion of the market cannot keep pace with the exMnsion of production ” 
Also he appioxm^y refers to Founers opinicm cons eyed by she self explanatory 
phrase crises pUthoriques It cannot be denied however that Marx wrote part of 
ch X and shares responsibility for the whole book 
I observe that the few comments on Engels that are contained m this sketch 
are of a deroptory nature This is unfortunate and not due to any intention to 
belittle the menls of that eminent mao I do think however that it should be 
frankly admitted that intellectually and especially as a theorist he stood far below 
Marx We cannot even be sure that he always got the latter $ meaning His inter 
iretalions must therefore be used with tare 

“Das Kaptta! vol 11 p 476 of the English translation of 1907 See however 
iisoTneorien tioer 'den 'Me/iruerf vri u di ui 


I layman the opposite seems so obvious that it noiild not be easy to 

[■Stahl sh this statement even if we had all the space in the world The best wav 
jor the reader to com nee h msc« of its truth is to study Ricardos argument on 
‘here rtescr bed (night eause any amount of unemployment 
rid yet go on indefin leU without canstiig a breakdown other than the final one 
Pl the system itself Ntarx would base agreed with this. 
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arc alivaj-s at hand for us to draw upon murder to male up for the 
missing fundamental explanation There arc miscalculations imi- 
talcn expectations and other errors, ssascs of optimism and pessimism 
speculative excesses and reactions to spcculatne excesses and there 
1$ ihe inexhaustible source of “exiemal facton All the same, Marx t 
mechanical process of aecumulaiion going on at an even rate — and 
there is nothing to show why, on principle, it should not — the process 
he desaibes might also go on at even rates as far as ns logic u con 
cerned it is essentially prosperityless and depressionlcss 

Of course tins is not necessarily a misfortune Many other ihtonsu 
have held and do hold simply that crises happen>berretcr something 
of sufTictent importance goes wrong Nor was it altogether a handicap 
because it released hfarx, for once from the thralldom of his system 
and set him free to look at facts Without having to do violence to 
them Accordingly, he considers a wide variety of more or less relevant 
dements For instanc^^^he uses somewhat superficially the interven 
non of money in commodity transactions — and nothing else — m order 
to insalidate Say's proposition about the impossibility of a general 
glut or easy money markets m order to explain diiproportionate 
developments in tliTlines characterized by heavy investment m durable 
capital goods or speaal stimuli such as the opening of markets or the 
emergence of new social wants m order to motivate sudden spurts m 
* accumulation He tries, not very successfully, to turn the grouih of 
population into a factor making for fluctuaiions He observes though'* 
he does not really explain, that the scale of production expands by 
fits and starts that are '‘the preltmuiary to its equally sudden con 
traction He aptly says that 'the superhcialiiy of Polilical Economy 
shows Itself m the fact that it looks upon expansion and contraction 
of credit, which is a mere symptom of the periodic changes of the in 
dustrial cycle, as their cause ” And the chapter of madents and aca 
dents he of coune lays under heavy contribution. 

All that IS common sense and substantially sound We find prac 
tically all the elements that ever entered into any serious analysis of 
business cycles and on the whole very liiile error Moreover, it must 
not be forgotten that the mere perception of the existence vif cyclical 
movements was a great achievement at the time Many economists 
who went before him had an inkling of it In the mam however, they 
focused iheir attention on the spectacular breakdowns that came 
(Ms also he does nol Kind alone Howerer It is but fa r to h m to expee^ 
that he would eventually have seen Ihe weaknesses of 1 h s approach and it is rele 
vanl to note that his remarks on the subject occur in the third volume and cannoi 
be inisted to render what might have been ha final view 

Kafulal vol 1 ch xxv section j Imrard aiely after ih s passage he ukes 
a step In a d reebon that Is also very CaoiU ar (o the si ident of modem business 
cvcie iheor es Effects in their turn beoome causes and the varving amdinls of ihe 
whole process tuhich plways reproducu iff om conditions [my iial a] take on the 
form of period city ” 



Marx the Economist 4*- 

to be relerred to as ‘ oises ' And tbosc awes they faded to see m 
their true light, that is to say. m the light of the cyclical process of 
which they are mere inadents. They considered them, wthout looking 
beiond or below, as isolated misfortunes that will happen in con 
sequehce of errors, excesses, misconduct or of the faulty working of 
the CTedii mechanism Maix was. I believe the hrst economist to rise 
above that tradition and to anuapate— barring the statistical com 
plement— the work of CWment Juglar Though, as we hate seen he 
did not oSer an adequate explanauon of the business cycle, the 
phenomenon stood clearly before his e^es and he understood much 
of us mechanism Also like Juglar he unhesitatingly spoke of a 
decennial cycle mtemipted by minor fluctuations »<> He ivas in 
tngued by the question of what the cause of that period might be 
and considered the idea that it might have something to do with the 
life of machinery m the cotton industry And there are many other 
signs of preoccupation with the problem of business cycles as dis 
tinguished from that of aises This is enough to assure him high rank 
among the fathers of modern cycle research 
Another aspect must be menuoned In most cases Mant used the 
term aisis in lU ordinary sense, sf^aking of the tfisis of 18*5 or that 
of 1847 as other people do But he also used n m a different sense 
Believing that capitalist evoluuon would some day disrupt the insti 
tuuonal framework of capitalist soaety, he thought that before the 
actual breakdown occuned. capitalism would begin to work with in 
creasitig friction and display ^e symptoms o! fatal illness To this 
sfage, to be visualiied of course as a more or less prolonged historical 
period he applied the same term. And he displays a tendency to link 
those recurrent crises with this unique crisis of the capitalist order 
He even suggests that the former may in a sense be looked upon as 
previews of the ultimate breakdown Since to many readers this might 
look like a duetto Marx s theory of crises in the ordinary sense, it is 
■necessaiy to point out that the factors whidi according to hfarx will 
be responsible for the ultimate breakdown cannot, without a good 
dose of additional hypotheses, be made responsible for the recurrent 
depressions®^ and that the due does not gel us beyond the trivial 
“Ettgeli went further than thu Sume ot his note* wklarx* third volume reveal 
that he suspeaed aivs the eusience oi a longer swing Though he tsa* inclined 


to interpret the comparaUTC weakness ol prmpetiue* a^ the comparative intensity 
of depressions in the seventies and eigbliea as a structural change rather than as 
the eff«t of the depxessJon phsse oi a hagertpaa (exaaif as manf taodem 

wonomisu do widr^pect to the post war developments and espeaally to those of 
antiopauon of Kondrauers work on Long Cycles might be 

“Id order to convince himself of this the reader need only gUnce agam at the 
TOmmituniTh.m *® ®ben plays with the idea he avoids 
^ t “ Significant because it was not his way to miss the 

opportuauy fat a geaeraliaiion 
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proposition that the "expropriation of the expropriators” may be an 
easier matter in a depression than tt would be in a boom 

^ Finally, the idea that capitatut evolution will burst — or out 
grow — the instituiions of eapi^ist society (Zuiflminen£>ruchJt/ieone, 
the theory of the inevitable catastrophe) affords a la« example of the 
combination of a non se^uilur with profound vision which helps to 
rescue the result 

Based as hfarx s "dialectic deduction" is on the growth of misery 
and oppression that will goad the masses into revolt, it is invalidated 
by the non sequHur that vitiates the argument which was to esublish 
that inevitable growth of misery Moreover, others* ise orthodox Marx 
ISIS have long ago begun to doubt the validity of the proposition that 
eonceniration of industrial control is necessarily incompatible with 
the ‘capitalist integument.” The first oL them to voice this doubt 
by means of a wcll-organiied argument was Rudolf HiUerding** one 
of the leaders of the important group of Neo-Marxisis, who artually 
inclined toward the opposite inference, viz , that through concentra 
lion capitalism might gam m stabiliiy** Deterring to the next part 
what I have to say upon the nutter, I will suic that HiUerdmg setms 
to me to go too far although thete is, as we shall see. no foundation 
for (he belief, at present current in this country, that big business 
"becomes a fetter upon the mode of production,’ and although Mant s 
conclusion docs in fact not follow from his premises 

Honever even though Marx's facu and reasoning v* ere still more at 
fault than they are, his result might nevertheless be true so far as 
ji simply avers that cspicalisi evolution will destroy the foundations 
of capitalist society I believe it is And I do not think I am ex 
aggeraiing if I call profound a vision in which Uiat truth stood re- 
vealed beyond doubt m 1847 ** * commonplace now The first to 

make it that was Gustav S^moller His Excellency, Professor Von 
Schmoller Prussian Privy Councellor and Member of the Prussian 
House of Lords, was not much of a revolutionary or mucli given to agi 

*^Dai FinayttiapilBl )$](>. Doubts basnl on > number of secondarr rirnimslsncn 
that Here held lo show (hat Marx made too aitich of the tendencies he thought he 
liad established and that socsal eeolutwn* was a much more complex and a much 
less consistent process than he made out had o( course often arisen before It is 
sulTcieni lo mention E Brrnsiein see th xx*» Sul liilfrrdings analys s does not 
plead extenuating arcumstances but figba that conclusion on principle Xnd on 
Marx s own ground- ' 

*• This proposition has often (even trj ita author) been confused with the proposi ' 
tion that business fluctuations tend to becotne mttder i» time goes on That mtf or 
may not be so (19*9 3* would not dsssnwe it) but greater stahil ty of the cnpiulist 
tyium le a somewhat less (emperamemal behavior of out iime senes of pnees 
and quantiues doe* not necessantf mplf itor ts tt neoessanly imp! ed by greater 
stability ijt a greater ability of the tapitahit order 10 withsund atuct Both things 
are related of course bul ihey are not ihe same 
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tatonal gasnculations But he qutetly stated the same truth The 
Why and How o! it he likewise left unsaid 


It IS hardly necessary to rum up elahotately However imperfect 
our sketch should suffice to establish first, that nobody who cares at 
all tor purely economic analysis can speak of unqualified success, 
second, that nobody who cares at all for bold construction can speak 


oi utuaualified failure * 

In the court that sits on theoretical technique, the verdict must 
be adverse Adherence to an analytic apparatus that always had been 
inadequate and was m Manes own day rapidly becoming obsolete, 
a long list of conclusions that do not follow or are downright wrong, 
mistakes which il corrected diange essential inferences, sometimes into 
their opposites— all this can be rightfully charged against Marx, the 
theoretical technician f 

Even in that court, however, qualification of the verdict will be 


necessary on two grounds 

First, though Marx was often — sometimes hopelessly — wrong, his 
ditics were far from being alwzys nght Since there were excellent 
economists among them, the fact should be recorded to his aedit, par 
ucularly because most of them he was not able to meet himself 
Second, so should Marx's contributions, both critical and positive. 


to a great many individual problems In a sketch lik^ this, it is not 
possible to enumerate them, let alone to do them justice But we 
hate had a view of some of them in our discussion of his treatment 


of the business cycle I have also mentioned some that improved our 
theory of the structure of physical capital The schemata which be 
devised in that field, though not irreproachable, have agam proved 
serviceable in recent work that looks quite Marxian in places 


But a court of appeal— even though still confined to theoretical 


matters — might feel inclined to reverse this verdict altogether For 
there is one truly great achievement to be set against Marx’s iheoreti 
cal misdemeanors Through all that is faulty or even unscientific in 
his analysis runs a fundarnemal idea that is neither — the idea of a 


theory, not merely of an indefinite number of disjointed individual 
patterns or ot the logic of economic quantities in general, but of 
the actual sequence of those patterns or of the economic process as it 
goes on, under its own steam in histone time, producing at every 
^ instant tha^ state which will of itself determine the next one Thus. 
‘ the author'" of so many muconixptions was also the first to vtsaahze 
what even at the present time is sail the eamomic theory ot the future 
for which we are slowly and laboriously accumulating stone and mor 
tar, statistical facts and funetton*^ equaUons 
And he not only conceived that idea, but he tned to carry it out 
All the shortcomings that dtsEgure his work must, because of the 
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great purpose his argument attempted to serve, be judged dilTcrently 
even where they are not as they are m some cases fully redeemed 
thereby There is however one thing of fundamental importance for 
the methodology of economio which he actually achieved Economists 
always have either themselves done work m economic history or else 
used the historical work, of others But the facts of economic history 
were assigned to a separate compartment They entered theory if 
at all. merely m the role of illustrations or possibly of venhcatioru 
of results They mixed with it only mechanically Now Marxj mix 
ture IS a cbemica] one, that is to say, he Introduced them into the very 
argument that produces the results He was the first economist of top 
rank to see and to teach systematically how economid theory may be 
turned into historical analysis and how the historical narrative may 
be turned into Aistoire ra«onn/e** the analogous problem with re- 
spect to statistics he did not attempt to solve But in a sense it is im 
plied in the other ‘Hus also answers the question how far. in the 
way explained ac the end of the preceding chapter, Manes economic 
ihwry succeeds in implcmenimg his sociological setup It docs not 
succeed but in failing it establishes both a goal and a method 
If devoced dadplet ihauld (heiWdre ctilm (hit he set the gosl hr ihe htiMri 
aJ school of eeonotnia 'that claim could not be lightly disDissed though the work 
of the Schnoller school Has certainly quite independent of Marxs suggestion But 
if they went on to daim that Afan and Man only tnew how to nuonalize history 
whereas the mm of she hjsioneal srhool only knew how lo describe tacu wiiboui, 
getting at their meaning they would be spoiling their case For those men as a 
natter of fact knew how to analyte II their generaliiai ons were less sweeptog 
and (heir lumtives less selective (hat is all (o (heir credit. 



CHAPTER^IV 

MARX THE TEACHER 


rriHE mam compoMiu ol the Mantian imicmre now before us 
T. What about the imposing synthesis as a whole? The question is 
ntt otiose n ever it is true it i» m this case that the whole is more 
than the sum of the parts Moreover the synthesis may have so sj^iled 
the wheat or so utilized the chaff both of which are present m almost 
every spm that the whole might be more true or more ialse than 
any part of it is taken by itself Finally there is the Message that 
proceeds only from the whole Of the latter however no more will be- 
said. Each of vis must settle for himself what it means to him 

Our time revolts against the inexorable necessity of specialization 
and therefore aies out for synthesis nowhere so loudly as m the social^ 
saences in which the non professional element counts for so much ^ 
But Marx s system illustrates woU that, though synthesis may mean 
new light, It also means new feiten 

We have seen how in the^ Nlaixian argument sociology and eco- 
nomics pervade each other In intent, and to some degree also in 
actual practice, they are one All the major concepts and propositions 
are hence both economic and soaological and carry the same meaning 
on both planes— if from our standpoint, we may still speak of two 
plancsof argument Thus" the economic category labor* andthesoaal 
class proletariat are on pnncJple at least made congruent, in fact 
identical Or the economists functional distribution — that is to say, 
the explanation of the way in which incomes emerge as returns to 
productive services irrespective of what social class any reapient of 
Such a return may belong to— enters the Marxian system only in the 
form of distribution between socwl classes and thufacquues a different 
connotation Or capital in the Marxian system is capital only if m 
the hands of a distinct capitalist class TTie same things, if in the 
hands of the workmen are not capital 
There cannot be any doubt about the access of vitality which comes 
to analysis thereby The- ghostly concepts of economic theory begin 

JiThe non professional element u fiarueularif strongly represented among those 
admiren of Marx who going beyond ihe atutude of the typical Marxian economist 
rafj ake ac /ace value ererycfiing b* wrote This is very significant In every 
national group of Marxists there are at lean three laymen to every trained econ 
omist and even this economist is as » rule a Marxist only Tn that qualified sense 
defined m the introduction to this pan he worships at the shnntjjut he turns 
..-tus back upon it when he does bis research 
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to breathe The bloodless theorem descends into agmen pulverem et 
clamorem without losing its logical quality it is no longer a mere 
proposition about the logical properties of a system of abstractions 
11 IS the stroke of a brush tha^is painting the wild jumble of social 
life Such analysis conveys not only richer meaning of whaf all eco- 
nomic analysts describes but it embraces a much broader field — it 
draws every kind of class action into its picture whether or not this 
class action conforms to the ordinary rules of business procedure 
Wars revolutions legislation of all types changes m the structure of 
governmenu in short all the things that non Marxian economics 
treats simply as external disturbances do find their places side by 
side with say investment in machinery or bargains with labor — 
everything is covered by a angle explanatory schema 
At (he same lime such procedure has its shortcomings Conceptual 
arrangements that are subject to a yoke of this kind may easily lose 
in efficiency as much as they gam in vividness The pair svorker 
proletarian may serve as a telling if somewhat trite example In non 
Marxian economics all returns to sentces ot persons partake of the 
nature of wages whether those persons are tophole lawyers movie 
stars company executives or street sweepers Since all these returns 
have from the standpoint of the economic phenomenon involved 
much in common this generalization is not futile or sterile On the 
contrary it may be enlightening even for the sociological aspect of 
things But by equating labor and proletariat we obscure It in fact we 
entirely banish it from our picture Similarly a valuable economic 
theorem may by its sociological meumorphosu pick up error instead 
of richer meaning and vice vena Thus synthesis in general and 
synthesis on Marxian lines m particular might easily issue in both 
worse economics and wone sociology 
Synthesis m general 1 c coordination of the methods and results 
of different lines of advance is a difficult thing which few are com 
petent co tackle In consequence it is ordinarily not tackled at all and 
from the students who are taught to see only individual trees we hear 
discontented clamor for the forest They fail to realize however that 
the trouble is m part an embarritT tie ncheue and that the synthetic 
forest may look uncommonly like an intellectual concentration camp _ 
Synthesis on Marxian lines le coordination of economic and 
soaological analysts with a view to bending everything to a single pur 
pose is of course particularly apt to look like that The purpose— 
that htsioire rawonn^e of capitalist soaety — is wide enough but the- 
analytic setup is not There is indeed a grand wedding of political facts 
and of economic theorems but they are wedded by force and neither of 
them can breathe Marxists clam that their system solves all the great 
problems that baffle non Afarxian eoonoinics so it does but only by 
emasculating them This point calk lor some elaboration 
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I said a moment ago that Marx’s synthesis embraces all those his 
toncal esents-such as wars, retoluuom. legislau%e ^anges-and^l 
those soaal insmutions-such as property, contractual relations foms 
of govemment— that non Marxian economists are in ont to treat as dis 
turbing factors or as data, which means that ^ey do not propose to 
explain them but only to analyre their modi oferandi and conse 
.quences Such factors or data are of course necessary in order to delimit 
'ie object and range of any research program whatsoever If they are 
not alvays expressly speafied. that is only because everyone is expected 
to knowS.hat they are The trait peculiar to the Marxian system 
IS that It subjects those historical events and soaal institutions them 
selves to the explanatory process of economic anal)*sis or, to use the 
technical lingo, that it treats them not as data but as variables 
Thus the Napoleonic IVars. the Crimean IVar, the American Civil 
^Var, the ^Vorld War of 1914. the French Frondes, the great French 
Revolution, the revolutions of *830 and 1848 English free trade, the 
labor movement as a whole as well as any of ns particular manifes 
tauons, colonial exparuion, institutional changes, the national and 
parly poJjucs of every time and country — all this enters the domain of 
Marxun economia which daims to find theoretical explanations in 
terms of class warfare, of attempts at and revolt against exploitation, 
of accumulauon and of qualitauve change in the tapital structure, of 
changes m the race of surplus value and in the rate of profit No longer 
has the economist to be content with giving technical answers to 
techmcal quesuons, instead, he teaches humanity the bidden mean 
ing of Its struggles No longer is "politics’ an independent factor 
that may and must be abstracted from in an imesUgalion of funda 
mentals an^ when it does intrude, plaj-s according to one’s preferences 
either the role of a naughty boy who vhaously tampers with a raa 
chine when the engineer s back is turned, or else the role of a deus 
ex machina "by virtue of the mysterious wisdom of a doubtful species 

of mammals deferentially referred to as 'statesmen" No poliucs 

Itself IS being determined by the structure and state of the economic 
process and becomes a conductor of eflecls as completely within the 
range of ecxinomic theory as any purchase or sale 
Once more, nothing is easier to understand than the fascination ex- 
erted by a synthesu which does for us just this It is particularly under 
standable in the young and in those intellectual denuens of our news- 
pap^ world to whom the gods seem to have granted the gift of eternal 
jouth Panting with impatience to have their innings longing to save 
rtie world from something or other, disgusted with textbooks pf un 
desCTibable tedium, dissatisfied emotionally and intellectually, unable 
0 achieve synthesis by their own effort, they find what they crave for 
in Marx There u is. the key to all the most intimate seaets, the 
\magic wand that marshals both -- 


great events and small. They are 
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beholding an explanatory schema that at the same tune is — if I may 
for a moment lapse into Hegelianism — most general and most con 
Crete They need no longer feel out of it in the great affairs of life — 
all at once they see through Uie pompous marionettes of pohtia and 
business svlio never know what it is all about And who can blame 
them, considering available altematises? 

Yes, of course — but apart from that, what does this service of the 
Marxian synthesis amount to? I wonder The humble economist who 
describes England s transition to free irade or the early achievements 
of English factory legislation is not. and never was, likely to forget 
to mention the structural conditions of the English economy that 
produced those policies If he does not do so in a course or book on 
pure theory that merely makes for neater and and more efficient 
analysis What the Marxist has 10 add is only the insistence on the 
principle and a particularly narrow and warped theory by which to 
implement it. This theory yields results no doubt, and very simple and 
definite ones to boot Hut we need only apply it systematically to 
individual cases in order to grow thoroughly weary of the unending 
Jingle about the class war between owners and non>owners and to 
become aware of a painful sense of inadequacy or, worse still, of 
trivialitj— «f the fortner, if we do not swear by the underlying schema, 
of the latter, if we do 

Marxists are in the habit of pointing triumphantly to the success 
of the Marxian diagnosis of the economic and social tendencies that 
are supposed to be inherent in capitalist evolution As we have seen, 
there IS some justification lor this more clearly than any other writer 
of his day Marx discerned the trend tov^ard big business and not only 
that but also some of (he features of the consequent situations 
have also seen that in this case vision lent its aid to analysis $0 as to 
remedy some of the shortcomings of the latter and to make the import 
of the synthesis truer than the contnbuung elements of the analysis 
were themselves But this is all And against the achievement must be 
set the failure of the prediction of increasing misery, the joint result 
of wrong vision and faulty analysis, on which a great many Marxian 
speculations about tfie future course of social events had been based. 
He who places his trust in the Marxian synthesis as a whole in order 
to understand present situations and problems is apt to be woefully 
wrong * This seems in fact to be felt by many a Marxist just now 

*Some MarxiKj would reply that non Marxian econoreisu have tiniply nothing 
to coniribule to our undemanding of our time to that the dirdple of Marx u' 
revenheless better off in that rapecL Waiving the question of whether u is better 
to say noihing’OT to say someibisg that is wrong we should bear in riiind that 
this IS not true for both economists and sociologists of non Marxian penuasions 
have aj a matier of fact conliibuted tubslanC ally though rnostly oD indiridual ^ues 
tions. Least of all can this Marxist tlaini be based on a comparison of Manes 
teachings with that of the Austrians or of the Walras or Marshall schools The mem 
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In particular there « no reason for uVing pnde nt the manner m 
which the Marxian ^ynthesu accouou for the experience of the last 
decade Any prolonged period of depression or of unsatisfactory re- 
covery nill \erify any pessimistic forecast exactly as well as it verifies 
the Marxian one In this case an impression to the contrary is created 
by the talk of disheartened bourgeois and elated intellectuals which 
naturally acquired a Marxian hue from their fears and hopes But 
Vo actual fact warrants any speafically Marxian diagnosis, still less 
an inference to the effect that what wc have been witnessing was not 
simply a depression but the symptoms of a structural change in the 
capitalist process such as Marx expected to occur For, as will be 
noted in the next part, all the phenomena observed such as super 
normal unemployment, lack of investment opportunity, shrinkage of 
money s'alues, losses and so on come within the wellknoim pattern 
of periods of predominating depression such as the seventies and 
eighties on which Engels commented with a restraint that should set 
an example to ardent followers of today 
Two outstanding examples will illustrate both and the 

dements of the Marxian syneh^is considered as a problem-solving 
engine 

Fu^t we will consider the Marxist theory of Imperialism Its roots 
are all to be found in Marx's chief work, but it has been developed 
by the Neo-Marxut school whidi flourished in the first two decades 
-of this century and, without renounang communion with the old 
defenders of the faith, such as Karl Kauuky, did much to ONerhaul 
the system Vienna was its center. Otto Bauer, Rudolf Hilterdmg. Max 
Adler were its leaden In the field of impcnahsm their work was 
continued, with but secondary shifts of emphasis by many others, 
prominent among whom were Rosa Luxemburg and Fritz Stembeig 
The argument^uns as follows 

Since on the one hand, capitalist society cannot exist and ns eco- 
nomic system cannot function wnhout profits and since, on the other 
hand, profits are constantly being eliminated by the very working of 
that system, incessant effort to keep them alne becomes the central 
aim of the capitalist class Accumulation accompanied by qualitative 
change in the composition-of capiul is, as we have seen, a remedy 
which though alleviating for the moment the sitiiation of the indi 
vidual capitalist makes matters worse m the end So capital yielding to 
the pressure of a falling rate of profiu— it falls, ire recall, both because 
‘constant capital increases relative to variable capital and because, if 
wages tend to rise and hours are being shortened, the rate of surplus 

ben of these groups were fn roost cam wholly in all cases mainly interested in 
economic theory This performance is ben<« incommensurable with hlarx s syn 
th«is It could only be compared noth Mans theoretical apparatus and in that 
field compansoo u all to their advantage 
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value falls — seeks for outlets m countries in -winch there is still labor 
that can be exploited at vnli and in which the process of mechaniza 
lion has not as )et gone far Thus we get an export of capital into 
undeveloped countries which is essentially an export of capital equip- 
ment or of consumers goods to be used in order to buy labor or to 
acquire things with which to buy labor* But it is also export of capital 
in the ordinary sense of the term because the exported commodities 
will not be paid for — at least not immediately — by goods services or 
money from the importing country And it turns into colonization if, 
in order to safeguard the investment both against hostile reaction of 
the native environment— or if you please, against its resistance to ex 
ploitation — and against competition from other capitalist counlnes, 
the undeveloped country is brought into political subjection This 
is in general accomplished by military force supplied either by the 
colonizing capitalists themselves or by their home government which 
thus lives up to the definition given in the Communtst Mantjesto 
‘ the executive of die modem State fisj a committee for managing 
the common alTain of the whole bourgeoisie Of course that force 
will not be used for defensive purposes only There will be conquest, 
friction between the capitalist countries and intemeune war between 
rival bourgeoisies 

Another element completes this theory of imperialism as it is now 
usually presented So far as colonial expansion is prompted by a fallinp’ 
rate o! profit m the capitalist counmes ft should occur in the late: 
stages of capitalist evolution— Marxists in fact speak of imperialism a 
a stage preferably the last stage of capitalism Hence it would co 
incide with a high d-gree of concentration of capitalist control ovci 
industry and with a decline of the type of competition that character 
ized the times of the small or medium-sized firm Marx himself did noi 
lay much stress on the resulting tendency toward monopolistic re 
siriction of output and on the consequent tendency toward protectin| 
the domestic game preserve against the intrusion of poachers from 
other capitalist countries Perhaps be was too competent an economist 
to trust this line of argument too far But the Neo-Marxists were 
glad to avail themselves of it Thu® -we get not only another stimulus 
for imperialist policy and another source of imperialist imbroglios but 

SThink o{ luxuries lo be traded lo chiefutns against slaves or to be traded 
againsi wage goods with wb ch to b re native labor For the sake of brevity I da 
not take account of the facl that-taji taJ export in the sense envisaged w II in ^n- 
eral arise as a part of the total trade of tbe two countries which also includes com 
modicy transactions unconnected with tbe particular process we have in m nd 
These transactions of course greatly faci] tale that Cap tal export but do not 
aficci Its prinaptf I shall also neglect other types of capital exports. The theory 
under d scuss on is not and is not intended to be a general theory of mteniauonal 
trade and finance. 
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also, as a by product, a tbeor) of a phenomenon that is not necessarily 
imperialist in itself, modem protectionism 

Note one more hitch in that process that Viill stand the Marxist in 
good stead in the task of explaining further difficulties ^Vhen the 
unde\ eloped countries have been developed, capital export of the 
kind we base been considering will decline There may then be a 
period during which the mother country and the colony will ex 
change, say, manufactured products for raw materials But in the end 
the exports of manufacturers will also have to decline while colonial 
competition will assert itself in the mother country Attempts to re 
tard the advent of that state of things will provide further sources of 
fnction, this lime between each old capiulisi country and its colonies, 
of wars of independence and so on But in any case colonial doors 
will eventually be dosed to domestic capital which will no longer be 
able to flee from vanishing profits at home into richer pastures abroad. 
Lack of outleu, excess capaaty, complete deadlock, m the end regular 
recurrence of national bankruptcies and other disasters — perhaps 
world wars from sheer capitalist despair — may confldently be antia 
pated History u as simple as that 
This theory is a fair— perhaps tt is the best— sample of the way 
in which the hfancian synthesis attempts to solve problems and ac 
quues authority by doing so The whole thing seems to follow beauu 
fully from two fundamental premises that are both firmly embedded 
'in the groundwork of the system the theory of classes and the theory 
of accumulation A series of vital facts of our time seems to be per* 
fectly accounted for The whole maze of international politics seems 
to be cleared up by-a single powerful stroke of analysis And we see 
in the process why and how dass action, alwa)? remaining'intrinsically 
the same assumes the form of political or of business action accord 
ing to orcumstances that determine nothing but tactical methods and 
phraseology If the means and opportunities at the command of a 
group of capitalists being what they are, it is more profitable to nego 
tiate a loan a loan will be negotiated. If, the means and opportuni 
ties being what they are, it u more profitable to make war, war will 
be made The latter alternative is no less entitled to enter economic 
theory than the former Ev en mere^protectionism now grows nicely out 
of the very logic of capitalist evolution 

Moreover, this theory displays to full advantage a virtue that it has 
^n common with most of the Afarxian concepts in the field of what 
is usually referred to as applied economics This is us close alliance 
with historical and contemporaneous fact Probably not one reader 
has perused my resum6 without being struck by the ease with which 
supporting historical instances crowded in upon him at every single 
step of the argument Has he not heard of the oppression by Europeans 
of native labor in many parts of^the world, of what South and Central 
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American Indians suffered at the bands of the Spaniards for instance, 
or oLslave hunting and slave trading and coolicism? Is capital export 
not actually everpresent in capitalist countries? Has it not almost 
invariably been accompanied by military conquest that served to 
subdue the natives and to fight other European powers? Has not col 
onization always had a rather conspicuous military side, even when 
managed entirely by business corporations such as the East India 
Company or the British South Africa Company? What belter illus 
tration could Marx himself have desired than Cecil Rhodes and the 
Boer ^Var? Is it not pretty obvious that colonial ambitions were, to 
say the least, an imporunt factor in European troubles at all events 
since about 1700? As lor the present time, who has not heard, on the 
one hand, about the "strategy of raw materials" and on the other 
hand of the repercussions on Europe of the growth of native capital 
ism m the tropics? And so on As to protectionism — well, that is as 
plain as anything can be ^ 

But we had better be careful An apparent verification by prima 
facie favorable cases which are not analyzed m detail may be very 
deceptive Moreover, as every lawyer and every pohtiaan knows, 
energetic appeal to familiar facts will go a long way toward indue 
ing a jury or a parliament to accept also the consiniction he desires to 
put upon them Marxists have exploited this technique >0 the full 
In this instance it is particularly successful because the facts m ques 
tion combine the virtues of being superficially known to everyone 
and of being thoroughly undent©^ by very few In fact, though we 
cannot enter into detailed discussion here, even hasty reflection suffices 
to suggest a suspicion that * it is not 10 ’ 

A few remarks will be made in the next part on the relation in 
which the bourgeoisie stands to imperialism We shall now consider 
the question whether, if the Marxian interpretation of capital export, 
colonization and protectionism were correct, it would also be adequate 
as a theory of all the phenomena we think of when using that loose 
and misused term Of course we can always define imperialism m such 
a way as to mean just what the Marxian interpretation implies and 
we can always profess ourselves convinced ihat all those phenomena 
must be explainable ifi the Marxian manner But then the problem 
of imperialism — always granting that the theory is in itself correct 
— would be solved only tauiologially* Whether the Marxian ap 
*The danger of empty uulotogres beng put over un us is best illustrated by- 
individual cases Thus France conquered Algeria Tunisia and Morocco and Italy 
conquered Abyss n a by rs lilary force ssslhtwt there being any sigmlicant Capitalist 
interests to press for it As a mailer of fact presence of such interests was a pre 
tense that tvas very diRicuIc to neabSah add the subsequent development of such 
interests was a slow process that went on unsalhfactonly enough under govern 
ment pressure If that should not look very Marxist it soli be, replied that action 
was uken under pressure of potential or antiapated capitalist interests or that in 
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proach or. for that matter, any purely economic approach y>elds a 
wluuon that is not tautological would still have to be considered 
This, hosvever. need not concern us here, because the ground gives 


s^ay before we get-that far n 

At first sight, the theory seems to fit some cases tolerably v\eU ine 
most important instances are afforded by the English and Dutch ron 
{quests in the tropics But other cases, such as the colonuation of New 
England, u does not fit at aU And even the former type of case is 
not satisfactorily described by the Marxian theory of imperialism It 
would obviously not suffice to recognize that the lure of gain played 
a role in motivating colonial expansion* The Neo Marxists did not 
mean to aver such^a horrible platimde If these cases are to count 
for them, it is also necessary that colonial expansion came about, in 
the way indicated, under pressure of acnimulation on the rate of 
profit, hence asa feature of decaying, or at all events of fully matured, 
capitjism But the heroic time of colonial adventure Vvas precisely 
the tune of early and immature capitalism when accumulation was 
in Its beginnings and any such pressure— also, in particular, any bar 
Tier to exploitation of domestic labor — was conspicuous by its absence 
’The element of monopoly was not absent On the contrary it was far 
more evident than it is today But that only adds to the absurdity 
of the construction which makes both monopoly and conquest speafic 
piopemes of latter-day capitalism. 

Moreover, "the other leg of the theory, class struggle, is in no better 
condition One roust wear blinken to concentrate on that aspect of 
colonial expansion which hardly ever played mote than a secondary 
role, and to construe in terms of class struggle a phenomenon which 
aSords some of the most striking instances of class cooperation It 
was as much a movemeot toward higher wages as it was a movement 
toward higher profits, and m the long run it certainly benefited (m 
. pan because of the exploitation of native labor) the proletanat more 
than it benefited the capitalist interest. But I do not wish to stress its 


the last analpij some apitaliit interest or objecuve necessity “must ha\e been 
at lie bottom o! il And we an then hunt for corroboratory eviden« that will 
never be entirely lacking since apnalist interests like any others will in fact be 
affected by. and Uke advantage of any situauon whatsoeier and since the particu 
Ur conditions of the apitahst otganism will always present some features SNhich 
^y without absurdity be linked up with those policies of national expansion 
Evidently it is preconceived conviction and nothing else thax keeps us going m a 
^task as desperate as this -without such a conviaion it would,never occur to us to 
Embark upon it And we really need not uke the trouble we might just as well 
say that * it must be so“ and laVe it at that This is what I meant by tautological 
explanation , 

''or IS It sufficient to stress the fact that each country actually did ■* exploit" 
its colonies. For that was exploicattoa of a country as a whole by a country as a 
whole (of all classes by all classes) and has nothing to do with the specifially 
Marxian kind of exploiutiott. 
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effects The essential point »s that its causation has not much to do 
with class warfare, and not more to do with class structure than is 
implied m the leadership ol groups and individuals that belonged to, 
or by colonial enterprise rose into the capitalist class It however we 
shake of! the blinkers and cease lo look upon colonization or imperial 
ism as a mere incident m class warfare, little remains that is specifically 
Marxist about the matter What Adam Smith has to say on it doet 
just as well — better in fact ““ 

The by product the Neo-Marxian theory of modem protectionism, 
still remains Classical literature is full of insectives against the ' sinis- 
ter interests — at that lime mainly, but never wholly, the agrarian 
interests — which in clamoring for protection committed the unforgiv 
able crime against public wclfare,^ Thus th( classics had a causal 
theory of protection all tight — not only a theory of us effects — and 
if now we add the protectionist interests of modern big business we 
have gone as far as il njeasonable to go Modern economists with 
Marxist sympathies really should know better than to say that even 
now their bourgeois colleagues do not sec the relation between the 
trend toward prot<‘cltonism and the trend toward big units of con 
tml, though these colleagues -may not always think it necessary to 
stress so obvious a fact Not that the classics and their successors to 
this diy here right about protection their interpretation of it was, 
and IS, as one-sided as was the Marxian one besides being often vmsng 
m the appraisal of conset^uences and of the interests involved But tof 
at least fifty years they hare known about the monopoly component 
in protectionism all that ^farxlsts ever knew, which was not difficult 
considering the commonplace character of the discovery 

And they were superior to the Marxist theory m one very important 
respect Whatever the value of their economics — perhaps it was not 
great—they mostly^ stuck to it In this instance that was an advantage. 
The proposition that many protective duties owe their existence to 
the pressure of large concerns that desire to use them for the purpose 
of keeping their prices at home above what they otherwise would be, 
possibly in order to be able to sell more cheaply abroad, is a platitude 
but correct, although no tariff was ever wholly or even mainly due to 
this particular cause It is the Marxian synthesis that makes it m 
adequate or wrong If Our ambition u simply to understand all the 
causes and implications of modern protectionism political, social 
and economic then it is inadequate For instance, the consistent su^ 
port given by the American people to protectionist policy, whenever 

* They did not always conr ne themservet to iheir economics tv'hen they did not 
rnulu were anything but encouraging Thus James Mills purely economic writ 

iiigc- wnlid‘nDC'jjarm.-iii'J*v/">»nljri>ti?- ,jnt«ic'»-b“.nitpr/"witunvA:o'' •r',ibpen?«i'/" 

subsiandard Thf real nonsens^and plaliludmous nonsense at that— is In bis 
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they had the opportunity to speak their minds, is accounted for not 
by any lose for or domination by big business, but by a fervent svish 
to build and keep a world of their own and to be nd of all the 
wassitudes of the rest of the world Synthesis that overlooks such ele- 
ments of the case is not an asset but a liability But if our ambition 
18 to reduce all the causes and implications of modem protectionism, 
whatever they may be, to the monopolistic element m modem in 
dustry as the sole causa causans and if we formulate that proposition 
accordingly, then it becomes wrong Big bus.ness has been able to 
take advantage of the popular sentiment and xt has fostered it but 
it IS absurd to say that it has created it. Synthesis that yields— we 
ought rather to say, postulates— such a result is inferior to no synthesis 
at all 

Matters become infinitely worse if, flying m the face of fact plus 
common sense, we exalt that theory of capital export and colonization 
into the fundamental explanation of international politics which 
thereupon resolves into a struggle, on the one hand, of monopolistic 
capitalist groups with each other and, on the other hand of each of 
them with th'feir own proletariat This son of thing may make useful 
party literature but otherwise it merely shows that nursery tales are 
no monopoly of bourgeois economics As a matter of fact, very little 
influence on foreign policy has been exerted by big business>-or by 
the haute finance from the Fuggers to the Morgans — and m most of 
the cases in which large-scale industry as such, or banking interests as 
such, have been able to assert themselves ihetr naive dileiuntism has 
resulted m discomfiture The attitudes of capiultst groups toward 
the policy of their nations are pr-dominanlly adaptive rather than 
causative, today more than ever Also, they hinge to an astomsbing* 
degree on short run considerations equally remote from any deeply 
laid plans and from any definite *objecUve’ class interesfs At this 
point Marxism degenerates intOxthe formulation of popular super 
stitions'^ ^ 

There are other instances of a similar state of things in all parts 
of the Marxian smiclure To menUon one, the definition of the 
'nature of governments that was quoted from the Communtst Mant 

*Thts supentiuon u exaaly on a par imh another that is harbored by many 
worthy and simple minded people who explain modem history to themsehes on 
the hypothesis that ihere*is somewbere a committee o( supremely wise and 
‘hilcsoTent Jews who befiind the scenes control intemauonal or perhaps all politics 
Sfarxisis are not victims of this ^nicular su^ersciuon but theirs is. cm. na bifgjfr. 
plane U is amusing to record that when lae^ with either doctrine 1 have alw-ays 
experienced great difficulty in replying in anything like a fashion satisfactory to 
-myself This was not only due to the cncurastance that it is always difficult to 
establish denial of factual assertions The mam difficulty came from the fact that 
people bekmg any first hand kncwledge of international affairs and their per 
sonnel^'also lack any organ for the peiteption of absurdity 



56 The Marxian Doctrine 

fcs(o a little while ago has certainly an element of truth in it And 
in many cases that truth mil account for governmental attitudes 
toward the more obvious manifestations of class antagonisms But 
so far as true the theory embodied in that definition is trivial All 
that is worth while troubling about Js the Why and How of that 
vast majority of cases in which the theory either fails 10 conform to 
fact or even if conforming fails to describe correctly the actual be- 
havior of those committees for managing the common affairs of the 
bourgeoisie Again m practically all cases the theory can be made 
tautologically true For there u no policy short of exterminating the 
bourgeoisie that could not be held to serve some economic or extra 
economic short run or long run bourgeon interest at least m the 
sense that it wards off still wotsc things Thu however does not male 
that theory any more valuable But let us turn to our second example 
of the problem solving power of the Marxian synthesis 

The badge of Scientific Socialism which according to Mane is to 
distinguish It from Utopian Socialism consists in the proof that soaal 
ism is inevitable irrespective of human volition or of desirability As 
has been stated before all this means Is ibai by virtue of its very 
logic capitalist evolution tends to destroy the capitalist and to pro 
duce the socialist order of things* How far has Marx succeeded m 
establishing the existence of these tendencies? 

A* regards the tendency toward self-desiruction the question has 
already been answered * The doctrine that the capitalist economy vnlf 
inevitably break down for purely economic reasons has not been 
established by Marx as HiEferdings objections would suffice to show 
On (he one hand some of his propositions about future faces that 
are essential to the orthodox atgumeni especially the one about the 
inevitable increase of misery and oppression are untenable on the 
other hand the breakdown of the capitalist order would not neces 
sarily follow from these propositions even if they were all true But 
other factors in the situation that the capitalist process tends to de 
velop were correctly seen by Marx as was so 1 hope to show the 
ultimate outcome ilscU Concerning the latter it may be necessary 
to replace the Marxian nexus by another and the term breakdown 
may then turn out to be a misnomer particularly if it be understood 
in the sense of a breakdown caused by the failure of the capitalist 
engine of production but this does not affect the essence of the doc 
trine however much it may affect its formulation and some of its jm 
plications 

As regards the tendency toward socialism we must lint realize that 
this IS a distinct problem The capitalist or any other order of things 
may evidently break down— Or economic and soaal evolution may 

* See also Part II Prologue 

*See supra ch i l §7 
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outCTow u— and yet the socialist phoenix may fail to rise from the 
ashes There may be chaos and, unless ve define as socialism any 
non-chaotic alternative to capitalism, there are other possibilities 
The particular type of social organuation that the average orthodox 
Marxist— before the advent of bolshevum at any rate— seemed to 
anticipate is certainly only one of many possible cases 
«, Marx himself, while very wisely refraining from describing sociafist 
society m detail emphasized conditions of its emergence on the one 
hand, the presence of giant units or" industrial control — ^which, of 
course, would greatly facilitate socialization — and on the other hand, 
the presence of an oppressed, enslaved, exploited, but also very 
numerous, disciplined, united and organized proletariat This suggests 
much about the final battle that is to be the acute stage of the 
secular warfare between the two classes which will then be arrayed 
against each other for the last lime It also suggests something about 
what IS to follow It suggests the idea that the proletariat as such svill 
"take over and, through its dictatorship, put a stop to the ' exploita 
tion of man by man and*bnng about dassless soaety If our purpose 
were td prove that Marxism is a member of the family of chiliasiic 
creeds this would indeed be quite enough Since we are concerned 
not with that aspect but with a scientific forecast, it clearly is not 
Schmoller was on much safer ground For though he also refused to 
commit himself to details, he obviously visualized the process as one 
of progressive bureauaatization nationalization and so* on, ending 
m state socialism which, whether we like it or not at least makes 
definite sense Thus Marx fads to turn the socialist possibility into a 
certainty even if we grant him the breakdown theory m its entirety 
if we do not, then failure follows a fortiori 
In no case however — whether we accept Marxs reasoning or any 
other — ^will the socialist order be realized automatically, e\en if 
capttahsi evolution provided all conditions lor it in the most Marxian 
manner conceivable, distinct action would sull be necessary to bring 
It about 1 ® This of course is in accordance with Marx’s teaching His 
revolution is but the particular garb in which his imagination liked 
ta.clothe that action The emphasis on violence is perhaps under 
standable in one who in his formative years had experienced all the 
excitement of 1848 and who was, though quite able to despise revolu 
tionary ideology, yet never able to shake off its trammels Moreover 
greater part of his audience would hardly have been willing to 
-listen to^a message that lacked the hallowed clarion call Finally, 
Aoi/gk he ssn' the possshshiy oi peaceful transition at feast for En«T 
land he may not have seen its likelihood In his day it uas not so 
easy 10 see, and his pet idea of the two classes in battle array made it 
still more difficult to see it^His fnend Engels actually went to tiie 
«See Pan III ch ▼ 
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trouble of studying tactics But though the revolution can be relegated 
to the compound of non-essenuals, the necessity for distinct action 
still remains 

This should also solve the problem that has divided the disaoles 
revolution or evolution? If 1 have caught Marx's meaning, the answer 
js not hard 10 giie Evolution was lor him the parent of socialism He 
vsas much too strongly imbued with a sense of the inherent logic o^ 
things social to believe that revolution can replace any part of the 
work of evolution The revolution comes m nevertheless But it only 
comes in order to write the conclusion under a complete set of 
premises The hfantian revolution therefore differs entirely, in nature 
and in function, from the revolutions both of the bourgeois radical 
and of ihc socialist conspirator It is essentially revolution in the 
fullness of lime** It is true that disciples who dislike this con 
elusion, and especially its application to the Russian case ** can point 
to many passages in the sacred books that seem to contradict it But 
in those passages Marx himself contradicts his deepest and most ma 
ture thought which speaks out unmistakably from the analytic strue 
ture of Das Capital and — as 4 ny thought must that is inspired by a 
sense of the inherent logic of things— carries, beneath the fantastic 
glitter of dubious gems, a disunctly conservative implication And, 
after all why not? No serious argument ever supports any ' ism un 
conditionally To say that Maix stripped of phrases, admits of 
interpretation m a conservative sense is only saying that he can be* 
taken seriously 

'‘Tliii should be noticed for later reference 'Vc ihall repeatedly return to the 
luhjrct and among olhtr thmgi d vuir lJ>e crileria of lhai follnes* of lime “ 

iiKarl Kautsky in his preface lo Thevnm uber dtn ^ifthnaerl eren claimed 
the revolulion of 1905 for Mantun rocialitm although >( i> patent that the 
Ufaraian phraieology of a lew intrllenuab war all that was socialist about it 

11 Thu argument could be earned much fuither In particular there u nothing 
ipcciftcally socialist in the labor theory of value this of course everyone would 
admit Hho is limihar with the historical dereJopment of that doctrine But the 
same is true (excepting of course the phrase) ot the theory of exploitation Wc. 
need only recogniie that existence of ihe aurpluscs so dubbed by Marx is— ot at 
least was— a neceitafy condition for the emerifence of ail that we comprise in the 
term civiliraiioti (which in fart 11 would be difiicult to deny) and there v*e are In 
order to be a socialist 11 11 of course not necessary to be a Marxist but neither 11 
li suRicient lo be a ilfarxist in order (o be a social st Socialist or revolationar}' 
conclusions on be impressed on any scientific theory no scientific theory neces 
sanly implies them. And none will keep us In what Bernard Shaw somewhere 
describes at loaotogicat rage cinleis its auchor goes out ot hit jvay in order « 
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PROLOGUE 


/^AN capitalism survive? No I do not tbitil; it can But this opinion 
(j o£ mine like that o£ every other economist who has pronounced 
u^n the subject is m xtseU completely uninteresting ^Vhat counts 
in any attempt at soaal prognosu is not the Yes or No that sums 
up the facts and arguments which lead up to it but those facts and 
ar^ments themselves They contain all that is scientific m the final 
result Everything else is not science but prophecy Analysis whether 
economic or other never yields more than a statement about the 
tendenaes present in an observable pattern And these never tell us 
what wiU happen to the pattern but only what would happen if they 
continued to aa as they have been acting in the time interval covered 
by our observation and if no oth-^r factors intruded Inevitability 
or necessity can never mean more than this 
What follows must be read with that proviso But there are other 
limitations to our results and their reliability The process of social 
life is a function of so many variables many of which are not amenable 
to anything like measurement that even mere diagnosis of a given 
state of things becomes a doubtful matter quite apart from the formi 
dable sources of error that open up as soon as we attempt prognosis 
These difficulties should not be exaggerated however We shall see 
that the dominant traits of the picture clearly support certain infer 
ences which whatever the qualifications that may have to be added 
ate too strong to be neglected on the ground that they cannot be 
proved in the sense in which a proposition of Euclid s can 
One more point before we sun The thesis I shall endeavor to 
^tablish is that the actual and prospective performance of the cap- 
italist system is such as to negative the idea of us breaking down under 
the weight of economic failure but that its very success undermines 
the soaal instituuons which protect it and inevitably creates con 
ditions in which it will not be able to live and which strongly point 
to socialism as the heir apparent*. My final conclusion therefore does 
not differ however much my a^mcnt may from that of most 
^cialist wnten and in particular from that of all Marxuts But jn 
<?«Jer to accept it one does not need to be a socialist Prognosis does 
not imply anything about the desirability of the course of events that 
one predicts If a doctor predicts that his pat ent will die presently 
this does not mean that he desires « One may hate socialism or at 
least look upon it with cool cnuasm and yet foresee its advent Many 
conservatives did and do 

6i 
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Nor need one accept this condusion in order to qualify as a social 
ist One may love socialism and ardently believe in its economic, 
cultural and ethical superiority but nevertheless believe at the same 
time that capitalist soaety does not harbor any tendency toward self 
destruction There are in fact soaalists who believe that the capitalist 
order is gathering strength and is entrenching itself as time goes 
on so that it is chimerical to hope for its breakdown 



CHAPTER, V 


THE RATE OF INCREASE OF TOTAL OUTPUT 


T he atmosphere ol hosulity to capitalism which we shall hase to 
explain presently makes it much more difficult than it otherwise 
would be to form a rational opinion about us economic and cultural 
performance The public mind has by now so thoroughly grown out 
of humor with it as to make condemnation of capitalism and all its 
works a foregone conclusion— almost a requirement of the etiquette 
of discussion Whatever his political preference, every writer or speaker 
hastens to conform to this code and to emphasize his critifal attitude, 
his freedom from complacency,’ his belief m the inadequacies of 
opitalut achie\ement his aversion to capitalist and his sympathy 
with anti-capiulist interests Any other attitude is voted not only 
foolish but anti-soaal and is look^ upon as an indication of immoral 
servitude This ts of course perfectly natural New social religions 
will always have that effect Only it does not make it easier to fulfill 
the analyst s task m 300 a d it would not have been easy to expound 
the achievements of anaent uvdization to a fervent believer m Chnsti 
anity On the one hand, the most obvious truths are simply put out 
ol court a Umtne,'- on the other hand, the most obvious misstatements 
are borne with or applauded 

A first test of economic performance is total output, the total of all 
the tommodities and services produced in a unit of time~>a year or 
a quarter of a year or a month Economuts try to measure variations 
in this quantity by means of indices derived from a number of senes 
representing the output of individual oimmodities Sinct logic is a 
stem master, and if one respected it, one would never construct or 
use any producuon index,”* for not only the material and the tech 
nique of consirucung such an index, but the very concept of a total 
output of different comraodiues produced m ever<hanging proper 
tions IS a highly doubtful matter ’^Nevertheless, I believe that Ais 
device is suffiaently reliable to give us 4 general idea 
i-Ilere u howwer another metbod of dealing with obvious though uncomfort 
loie trum viz. the method of sneering at m trivulity Such a sneer will serve as 
audience is as a rule perfectly unaware 
2cS ”!»““■» »■ P»., ot 

*A F Bums Production Trends in »Jie Umled Slaler Sm« 1870 u 2B2 

M'M, .in licevti iJ u,a ,booi 
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For the United States, individual series good and numerous enough 
to warrant construction of such an index of output are availabJe since 
the Civil War Choosing what is known as the Day Persons index of 
total production* we find that, from 1870 to 1930 the average annual 
rate of growth was 3 7 per cent and in the division of manufactures 
alone, 4 3 per cent Let us conceniraie on the former figure and try 
to visualize what it means In order to do this we must first apply a 
correction since the durable equipment of industry was always m 
creasing m relative importance, output available for consumption 
cannot hate increased at the same rate as total production IPe must 
allow for that But J believe that an allowance of t 7 per cent is 
ample * thus we arrive at a rate of maease in ' available output of 2 
per cent (compound interest) per year 

Now suppose tharthe capitalist engine keeps on producing at that 
rate of increase for another half century starting from igzS To this as- 
sumption there are various objeaions which will have to be noticed 
later on but it cannot be objected to on the ground that in the decade 
from igag to 1939 capitalism had afready failed to live up to that stand 
ard For the depression that ran m course from the last quarter of 1929 
to the third quarter of 1932 does not prove that a secular break has 
occurred in Che propelling mechanism of capitalist production be 
cause depressions of such severity have repeatedly occurred— roughly 
Once in fifty five years — and because the effects of one of them— the 
one from 1873 to 1877— are taken account of in the annual average 
of 2 per cent The subnormal recovery to 1935 the subnormal pros- 
perity CO 1937 and the slump after tl»t are easily accounted for by 
the difficulties incident to (he adaptation to a new fiscal policy, new 
labor legislation and a general change in the attitude of government 
to private enterprise all of which can in a sense to be^defined later, be 
distinguished from the working of the productive apparatus as such. 

Since misunderstandings at ihu point would be especially undesir 
able I wish to emphasue that the last sentence does not in itself 
imply either an adverse ciocssm of the New Deal policies or the prop- 
osition — which I do believe to be true but which 1 do not need just 
jiQvr — that pohaes of that type are in the long run incompatible with 
the effective working of the system. of private enterprise All I now 
mean to imply u that so extensive and rapid a change of the social 
scene naturally affects productive performance for a time and so 
much the most ardent New Dealer must and also can admit I for one- 
do not see how it would otherwise be possible to account for the 

*SeeW M Persons Forecasting Business Cydet ch xi 

^niat allowance is in tact ^dsurelj Huge ^ aiV) Phjjfesor /" CT iti'ul's estimate 
of 3 1 per cent for the period 1901 1913 aiul erf 3.6 per cent for the period igaa 
1929 (construclion excluded Economic Tendenaesjn tjie Vniled States 1931) 
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fact that this country ^hich had the best chance of rccO'-enng quickly 
■was preasely the one to experience the most unsamfaaory mo\-efy 
The only somes^hai similar case, that of France, supports the same 
inference. It foUo-ws that the course of events during the decade 
from 1929 to 1959 does cot per se consutuic a salid reason for re- 
fusmg to listen to the argument in hand nhicb, moreover, may in 
any sen-e to illustrate the meaning of past peifonnance. 

"Well, if from igsS on ai-ailaMe producuon under the condiuons 
of the capitalist order conunued to deielop as it did before. le., at 
a lon'^ T im average rate of increase of s per cent per j'ear. it si'ould 
after fifty years, m 197S, reach an amount of roughl) sy (26916) 
tunes the 1928 figure In order to tramiate this into terms of aiei^ge 
real mcome per head of population, we first observe that our rate of 
increase m total output may be roughly equaled to the rate of in* 
crease in the sum total of private money incomes as-ailable for con* 
sumption.* corrected for changes m the purchasing power of the con- 
sumers dollars. Second, we must form an idea about the increase in 
populauon we are to expect, we will choose Mr Sloanes estimate, 
which gu-es 160 mihons for 1978 AiTrage income per head during 
those fifty years would therefore increase to a latle more than double 
its igiS amount, which was about $650, or to about $1500 of ipzS pur 
chasing potrer’ 

Perhaps some readers feel that a pcovxso should be added about the 
distribution of the total monetary income Until about forty years 
ago, many economists beides Marx belie\-ed that the capitalist process 
tended to change relatne shares m the national total so that the 
obnous inference from our a\-crage might be inralidaied by the nch 
growing richer and the poor growing poorer, at least relatnely But 
there is no such tendency Whatever may be thought of the stausual 
measures devised for the purpose, this much is certain that the 
structure of the pyramid of incomes, expressed in terms of money, 
has not greatly changed during the period covered by our material 


• CoQsnispiioa indoda die acqumoon ct dorabte consumen goods such as 
motor cars, refngeraton aod homes, lie do not disUaguuh besneea transient con 
lumers goods and what is sometunes referred to as ■ronsumers apiuL* 

That « to say areiage real inrome per bead would increase at a compoand 
” happens that in England, dimng the cenrarr 
preceding the Flra World War real locome per head of population increased at 
almost em^y that rate {see Lord Stamp in TTniflh end Tiuehfe Ccpcatyt No 
^t CBnfidetice on be placed in this coioodence. hut 1 thinh u sctto to show 
^t our hnle calculation is not wildly absurd. In Number of the A.t.onol 
Cmferenee Bo^ Studies Table I pp. 6 and 7 « find that “per «pita 
wili^ mcome- adjusted by the Federal Reserve Bank of New lork wd 

Ae Natiot^ Indmtnal Conference Board cost of hnng mda was m lotg a little 
m figure wmflar result. Uumgh open to sUH more senous 
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—which for England includes ihe whole of ihe nineteenth century* 
— and that the relative share of wages plus salaries has also been 
substantially constant over time There is so long as we arc discbss 
ing what the capitalist engine might do if left to its-lf no reason to 
believe that the distribution of incomes or the dispersion about our 
average would m 1978 be irgnificanily^different from what it was 
in igjS 

One way of expressing our result is that if capitalism repeated its 
past performance for another half century /Starting with 1928 this 
would do away with anything that according to present standards 
could be called poverty even m the lowest suata of the population, 
pathological cases alone excepted 

Nor IS this all Whatever else our index may do or may not do it 
certainly does not overstate the actual rate of increase It does not 
take account of the commodity Voluntary Leisure New commodities 
escape or are inadecjuately represented by an index^ which must rest 
laigely on basic commodities and intermediate products For the 
same reason improvements in quality almost completely fail to assert 
themselves although they constitute, in many lines the core of the 
progress achieved— there is no way of expressing adequately the 
difference between a motorcar of 1940 and a motorcar of 1900 or 
the extent to which the price of motorcars per unit of utility has 
fallen It would be more nearly possible to estimate the rate at which 
given quantities of raw materials or serai hmshed products are made 
to go further than they used to — a steel ingot or a ton of coal though 
they may be unchanged in physical quality represent a muJiipJe of 
thcir economic efTciency sixty years ago But little has been done 
along this line J have no idea about what would happen to our 
index if there were a method for coirecting n for these and similar 
factors It IS certain however that Hs percentage rate of change would 
be inaeased and that wc have here a reserve that should make the 
estimate adopted proof against ibe effects of any conceivable down 
ward revision Moreover even if we had the means of measuring the 
change in the technological efficiency of industrial products this 
measure would siill fail to convey an adequate idea of what jt means 
for the dignity or intensity or pleasantness of human life — for all that 
the economists of an earlier generation subsumed under the heading 
of Satisfaction of Wants And this after all is for us the relevant 
consideration the true output of capitalist production the reason 

•See Sump op eii The lame phenomenon dn be observed m all couniria for 
wh ch there is sufficient statist cal inlormautm if we dear Ibe latter of the disturb* 
-iV’-eftec' rtfiTuui*,V**r«lhfi*w»^ve/»'csT‘a* J)v .lh.»^v».W7l'*.rD.it.'ttii> 
The measure of income d stnbut On (or of inequatity of incomes) 'devised by 
V Uredo Pareto js open to obieclton Baf She lact itself is independent of its short 
comings. 
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why we are interested iti the jnde* ol piodtiction and the ^unds 
and gatlons that enter into u and would hardly be worth while m 

thetniehes . .t. . 

But let us keep to our * per cent There u one more point that 
IS important for a correct appraisal of that figure J have stated above 
that broadly speaking relative shares in national income have re- 
mamed substantially constant over the last hundred years This how 
ever is true only i£ we measure them in money Measured in real 
terms relative shares have substantially changed in favor of the 
lower income groups This follows from the fact that the capitalist 
engine is hist and last an engine ot mass production which unavoid 
ably means also production for the masses whereas climbing upward 
in the scale of individual incomes vfe find that an increasing propor 
Uon is being spent on personal services and on handmade commodi 
ties the pnees of which are largely a function of wage rates 
Verification is easy There are no doubt some things available to 
the modern workman that Louis XIV hiraseU would have been de- 
lighted to have yet was unable to have — modern dentistry for in 
itance On, the whole however a budget on that level had little that 
really mattered to gainTrom capitalist achievement Even speed of 
traveling may be assumed to have been a minor consideration for so 
very dignified a gentleman Electric lighting is no great boon to 
anyone who has money enough to buy a suScieni number of candles 
and to pay servanu to attend to them It is the cheap cloth the cheap 
cotton and rayon fabric boots motorcars and so on that are the 
tvpical achievements of capitalist production and not as a rule im 
provements that would mean much lo the rich man Queen Elizabeth 
owned silk stockings The capitalist achievement does not typically 
consut m providing more silk stockings for queens but in bringing 
them within the reach of factory girls in return for steadily decreas- 
ing amounts of effort 

The same fact stands out still better if we glance at those long 
waves m economic activity analysis of which reveals the nature and 
mechanism of the capitalist process better than anything else Eac^ 
of them consists of an industnal revolution and the absorption of 
Its effects For instance we are able to observe statistically and his 
toncally — the phenomenon is so clear that even our scanty informa 
tion suffices to establish it — the nse of such a long wave toward the 
end of the 1780 s its culmination around 1800 us downward sweep 
and then a sort of recovery ending at the beginning of the 1^405 
This was the Industrial R^olution dear to the heait of textbook 
writers Upon its heels however came another such revolution pro 
ducing another long wave that rose in the forties culm naied just 
before 1857 and ebbed away to *897 to be followed in turn by the 



7° Can Capitalism Survive? 

the prewar time to 1913 jndume In ihe poitwar time and in most 
countries unemployment was moitijr at an abnormally high level 
even before 195° this and mil more the unemployment during 
the thinies can be accounted for on grounds that have nothing to do 
with a long run i-nd-ncy of unemployment percentages to increase 
irom eauies inherent in the eapitaUU mechanum itself I have men 
tioned above those industrial revolutions which are so characteristic 
of the capiulist process Supernormal unemployment is one of the fca 
tures of the penodi of adapution that follow upon the prosperity 
phase of each of them. \Se observe It m the 1820s and 1870s and the 
period after igao is simply another of those periods So far the phe 
nomenon u essentially temporary in ih“ sense that nothing can be 
inferred about it for the future But there were a number of other 
facton which tended to imensify 11 — war effecsi dislocations of foreign 
trade wage policies certain insiitutiorul changes that swelled the 
statistical fgure in England and Germany iiscal policies (also impor 
tant m the United'Staiet^since S935) and so on. ^me of these arc no 
doubt s)Tnpioms of an Itmosphere" in which capitalism, will work 
with decreasing e/l^oency That however u another matter which will 
engage our attention later on 

But whether laiting or temporary getting wone or not uncm 
ployment undoubtedly u and always has been a scourge In the next 
part of this book w-e shall have to list its possible elimination among 
the claims of the socialist order to supenonty Nevertheless I hold that ' 
the real tragedy is not unemployment per se but unemployment 
plus the irapossihility of providing adequately for the unemployed 
Without im^irirtg the eondtUons of further economic development 
for obviously the suffering and degradation — Jie destruaion of human 
values — w'hich we associate with unemployment though not the w^ste 
of producuie resources would be largely eliminated and unemploy 
ment would lose practically all its tenor if the private life of the un 
emplojed were not seriously affeaed by their unemployment The 
indictment stands that in the past — say roughly to the end of the 
nineteenth century— Ihe capiulist order was not only unwilling but 
also quite incapable of guaranteeing this But $ nee u will be able to 
do so if it keeps up jw past performance for another half century 
this indicimcnt would in that case enter the limbo filled by the sorry 
specters of child labor and sixteen hour working days and five persons 
living in one room which it is quite proper to emphasize when wc' 
are talking about the past sooal costs of capitalist achievement but 
which arc not necessarily relevant to the balance of alternatives for 
the future Our own time is somewhere between the disabilities of 
earficr stages in capifsi'lyi'esmkivMiTiivrtf Ah.“a\h\W.wi* Jvf »'.hf .w 

full maturity In this coumry at least the better part of the task could 
even now be accomplished without undue strain on the system The 
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the prewar time to 1913 inclusive In the postwar time and in most 
countries unemployment was mostly at an abnormally hi^ level 
even before 1930 But this and still more the unemployment during 
the thirties can be accounted for on grounds that have nothing to do 
with a long run t'^ndency of unemployment percentages to increase 
from causes inherent m the eapttaUst mechanism itself I have men 
Cloned above those industrial revolutions which are so characteristic, 
of the capitalist process Supernormal unemployment is one of the fea 
cures of the periods of adaptation that follow upon the prosperity 
phase of each of them We obscrveu m the tSros and 1870 s and the 
period after 1920 is simply another of those periods So far the phe 
nomenon is essentially temporary in the sense chat nothing an be 
inferred about it for the future But there were a number of other 
factors which tended to intensify it — war effects dislocations of foreign 
trade wage policies certain institutional changes that swelled the 
staiistical figure in England and Cermany fiscal policies (also impor 
rant in the United States since 1935) and so on Some of these are no 
doubt symptoms of an atmosphere in which capitalism wU work 
with decreasing efficiency That however is another matter which will 
engage our attention later on 

But whether lasting or temporary getting worse or not unetn 
ployment undoubtedly is and always has been a scourge In the next 
part of this book we shall have to list us possible elimination among 
the claims of the socialist order to superiority Nevertheless 1 hold that* 
the real tragedy is not unemployment per se but unemployment 
plus the impossibility of providing adet]uately for the unemployed 
without impoirmg the condiltons of further economic deuelopmerit 
for obviously the suffering and dcgradaiion — die destruction of human 
values — which we associate with unemployment though not the waste 
of productive resources would be largely eliminated and unemploy 
ment would lose practically all m terror if the private life of the un 
employed were not seriously affected by their unemployment The 
indictment stands that m the past — say roughly to the end of the 
nineteenth century— the capiialm order was not only unwilling but 
also quite incapable of guaranteeing this But since it will be able to 
do so if It keeps up us past performance for another halt century 
this indictment would in that case enter the limbo filled by the sorry 
specters of child labor and sixteen hour working days and five penons 
living in one room which it is quite proper to emphasize when we' 
are talking about the past social msts of capitalist achievement but 
which are not necessarily relevant to the balance of aitematives for 
the future Our own time is somewhere between the disabilities of 
earlier stages in capitalist evolutitm and the abilities of the system in 
full maturity In this country at least the belter part of the task could 
even now be accomplished without undue strain on the system The 
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difficulties do not seem to consist so much in the lack of a surplus suffi 
aent to blot out the darkest hues in the picture they consist, on the 
one hand in the fact that the unemployment figure has been in 
creased by anti<apiCali$t policies beyond what it need haic been in 
the thirties and, on the other hand in the fact that public opinion as 
soon as u becomes at all alne to the duty m question, immediately 
insists on economically irrational methods of financing^relief and on 
lax and wasteful methods of administering it 
Much the same argument applies to the future — and to a great 
extent the present — possibilities held out by capitalist evolution for 
the care of the aged and sick, for education and hygiene and so on 
Also, an increasing number of commodities might reasonably be ex 
pected from the standpoint of the individual household to pass out 
of the class of economic goods and to be available practically up to the 
satiety point This could be brought about either by arrangements 
between public agencies and producing concerns or by nationalization 
or municipalization gradual progress with which would of course be 
a feature of the future development even of an otherwise unfettered 
capitalism. 
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PLAU5lBLfL.CAP-IXAIJSAt^ 


T he argument of the preceding chapter seems to be exposed to a 
reply that is as damaging as it u obvious. The average rate of in 
crease in total available production that obtained during the sixty yean 
preceding igj8 has been projected into the future So far as this was 
merely a device m order to illustrate the significance of past develop- 
ment. there was nothing in. this procedure i^t could have shocked the 
statistical conscience But as soon as I implied that the following fifty 
years might actually dfsplay a similar average rate of increase, I appar 
endy did commit a statistical oimc it is of course, dear that a hision 
cal record of production over any given period does not In itself justify 
any extrapolation at all ^ let alone an extrapolation over half a cen 
lury It IS therefore necessary to emphasiie again that my extnpola 
tion IS not intended to forecast the actual behavior of output in the 
future Beyond illustrating the meaning of past perfomance, it u 
merely intended to give us a quantitative idea of what the capitalut 
engine might conceivably aceomplub tf, for another half century 
It repeated its past performance— which is a v-ery dilTerent matter 
The question whether it on be expeaed to do so wiU be answered 
quite independently of the extrapolation melf For thu purpose we 
have now to embark, upon a long and difficult investigation. 

Before we can discuss the chance of eapiuhsm repeating its past per 
formance we must evidently try to find out m wbai sense the observed 
rate of increase in output really measures that past performance No 
doubt the period that furnished our dau was one of comparatively un 
fettered capitalism But this fact does not m lUelf provide a sufficient 
link between the perfonnance and the capitalist engine- In order to 
believe that thu was more than coinadence we must satufy ourselves 
first, that there is an^undentandable relation between the capitalut 
order and the observed rate of increase in output, second, that given 
such a relation the rate of increase was actuaUj due to it and not to 

iTlus proposition holds on general pnnaptei for any hulonraf lime sena 
since the very concept of hisconcal sequence laplies the occurrence of irreven'ble 
changes in the economic structure wb ^ iDUSI be expected to affect the bw of any 
given economic quant ly Theoreiicat yosiificsuon and as a rule siatisucat treat 
ment are therefore necessary for even the mast modest excrapotations It may 
hov.e\et be urged that our case u somewtiac Canired by the fact (hat with a the 
comprehens re compound represenred by the output senes idiosynoasies of icdi 
vidual Items will to some extent oncel cadi other 
Js 
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particularly favorable conditions whidi had nothing to do with capi 
talism r 

These two problems must be solved before the problem of a repe 
tition of performance ’ can arise at all The third point then reduces 
to the question whether there is any reason why the capitalist engine 
should, durmg the next forty years, fad to go on working as^t did 
m the past. 

" We shall deal with these three points m turn 

Our fint problem may be reformulated as follows On the one 
hand, we have a considerable body of statistical data descriptive of a 
rate of ' progress that has been admired even by very critical minds 
On the other hand, we have a body of facts about the structure of 
the economic system of that period and about the way it functioned, 
from these facts, analysis has distilled what is technically called a 
"model ’ of capitalist reality i e , a generalized picture of its essential 
features We wish to know whether that type of economy was favor 
able, irrelevant or unfavorable to the performance we observe and if 
favorable, whether those features may be reasonably held to yield 
-adequate explanation of chu performance Waiving technicalities as 
much as possible, we shall approach the question in a common sense 
spint 

t Unlike the class of feudal lords, the commercial and industrial 
bourgeoisie rose by business success Bourgeois soaety has been cast 
"in a purely economic mold its foundations, beams and beacons are 
all made of economic material The building faces toward the cct> 
nomic side of life Prizes and penaltm are measured in pecuniary 
teims Going up and going down means making and losing money 
This of course, nobody can deny But I wish to add that, within its 
own frame, that soaal arrangement is, or at all events was singularly 
effective In part it appeals to, and in part it creates, a schema of 
motives that is unsurpassed in sinipliaty and force The promises of 
wealth and the threats of destitution that it holds out, it redeems 
with ruthless promptitude Wherever the bourgeois way of life asserts 
Itself suffiaently to dim the beacons of other social worlds these 
promises are strong enough to attract the large majority of super 
normal brams and to identify success with business success They are 
not proffered at random yet there is a suffiaently entiang admixture 
of chance the game is not like roulette, it is more like poker They 
^are addressea to ability, energy and supernormal capacity for work 
'6ut It* there were a svay of measuring either that ability in general or 
the personal achievement that goes into any particular success, the 
premiums actually paid out would probably not be found propor 
tional to either Spectacular pnzes much greater than would have 
been necessary to call forth the particular effort are thrown to a small 
mmonty of winners, thus propdlmg much more efficaaously than a 
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more equal and more "just distribution would the activity of that 
large majority ol businessmen who receive m return very modest 
compcmation or nothing or Jess than nothing and y« do iheir utmost 
because they have ihe big prizes before their eyes and overrate their 
chances of doing equally well Similarly the threats are addressed to 
incompetence Buj though the incompetent men and the obsolete 
methods are in fact eliminated sometimes very prompily sometimes 
with a lag failure also threatens or actually overtakes many an able 
man thus whipping up everyone again much more efficaaously than 
a more equal and more just system Of penalties would Finally 
both business success and business failure are ideally precise Neither 
can be talked away 

One aspect of this should be particularly noticed for future refer 
ence as well as 'because of its iropotiance for the argument in hand 
In the way indicated and also in other ways which will be discussed 
later on. the capitalist arrangement as embodied in the insiituiion of 
private enterprise elfeetively chains the bourgeois stratum to iit tasks 
But u does more than that The same apparatus which conditions for 
performance the individuals and families that at any given time form 
the bourgeois class tpio facto also selects the individuals and families 
that arc to rise into that class or to drop out of it This combination 
of the conditioning and the selective function is not a matter of 
course On the contrary most methods of social selection unlike the 
methods of biological selection do not guarantee performance oF 
the selected individual and their failure to do so constitutes one of 
(he crucial problems of socialist organization that will come up for 
discussion at another stage of our inquiry For the time being it 
should merely be observed how well the capitalist system solves that 
problem in most cases the man who rises first into the business class 
and then mthm it is also an able businessman and he » likely to rise 
exactly as far as his ability goes — simply because in that schema rising 
to a position and doing well m it generally is or was one and the 
same thing This fact so often obscured by the auto-therapeutic effort 
of the unsuccessful to deny it is much more important for an ap- 
praisal of capitalist society and its cmhzatjOn than anything that 
can be gleanM from the pure theory of the capitalist machine 

2 Bui is not all that we might be tempted to infer from maximum 
performance of an optimally selected group invalidated by the fur 
iher fact that that performance is not geared to social service — pro- 
duction so we might say for consumption — but to money making'^ 
that It aims at maximizing profits instead of welfare? Outside of the 
bourgeois stratum this has of course always been the popular opinion « 
Econom sis have sometimes fought and sometimes espoused it In 
doing so they have contributed something that was much more valu 
able than were the final judgments themselves at which they arrived 
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individually and which in most cases reflect little more than their 
social location, interests and sympathies or antipathies They slowly 
increased our factual knowledge and analytic powers so that the 
answers to many questions we,Jtfe able to give today are no doubt 
much more correct although less simple and sweeping than were 
those of our predecessors 

V To go no further back/ the so-called classical economists* were 
practically of one mind Most of them disliked many things about 
the social insututions of their epoch and about the way those instiiu 
lions worked They fought the landed interest and approved of soaal 
reforms — factory legislation m particular — that Were not all on the 
lines of faissez fatre But they were quite convinced that within the 
institutional framework of capitalism, the manufacturer s and the 
trader’s se’f interest made for maximum performance m the interest 
of all Confronted with the problem we are discussing, they would 
have had little hesitation in attnbuung the observed race of increase 
in total output to relatively unfettered enterprise and the profit motive 
—perhaps they tvould have mentioned beneficial legislation ’ as a 
condition but by this they would have meant the removal of fetters, 
especially the removal or reduction of protective duties dunng the 
nineteenth century 

It IS exceedingly difBcult, at this hour of the day, to do justice to 
these views They were of course the typical views of the English 
"bourgeois class, and bourgeois blinkers are in evidence on almost 
every page the classical authors wrote No less m evidence are blinkers 
of another kind the classic reasoned in terms of a particular historical 
situation which they uncritically idealized and from which they un 
critically generalized Most of them, moreover, seem to have argued 
exclusively m terms of the English interesu and problems of their 
lime This is the reason why, in other lands and at other times, people 
disliked their economics, frequently lo the point of not even caring to 
understand it But it will not do to dismiss their teaching on these 
grounds A prejudiced man may yet be speaking the truth Proposi 
tions developed from speaal cases may yet be generally valid And 
the enemies and successors of the classics had and have only different 
but not fewer blinkers and preconceptions, they envisaged and en 
visage different but not less speaal cases 

From the standpoint of the economic analyst, the chief merit of the 
^assies consists in their dispelling alon^wuh many other gfoss exT/us.. 

the natve idea that economic activity in capitalist society, because it 


Qassical Economists snll in thu book be used to desitmatc the lead 
mg ^ghsh ^nomisis whose works appeared between lyjG and «8a# Adam Smith 
M»Uhus SCTior and John Stuart Mill are the outstanding names It is 
important to keep this in mind because a much broader use of the term bat mm^ 
into tashjon of late. 
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turns on the profit motive, must by virtue o! that fact alone neces- 
sarily run counter to the mtercsu of consumers, or, to put it differ 
ently, that moneymaking necessarily deSects producing from lu social 
goal or finally, that private profits, both in themselves and through 
the distortion of the economic process they induce, are alvfays a net 
loss to all excepting those who receive them and would therefore ~ 
constitute a net gam to be reaped by soaalitation If we look at the 
logic of these and similar propositions which no trained economut 
ever thought of defending, the classical refutation may well seem 
trivial But as soon as we Took at all the theories and slogans which, 
consciously or subconsaously. imply them and which are once more 
served up today, we shall feel more respect for that achievement Lei 
me add at once that the classical wnieta also clearly perceived, though 
they may have exaggerated, the rote of uving and accumulation and 
that they linked sasnng to the rate of progress they observed in a 
manner that was fundamentalty if only approximately, correct. Above 
all, there was practidt wisdom about thetr doctrine, a responsible 
long run view and a manly tone chat contrast favorably with modem 
hystena 

But between realising that hunting for a maximum of profit and 
striving for maximum productive performance are not necessarily 
incompatible, to proving that the former will necessarily— <r in the 
immense majority of cases— imply the latter, there » a gulf much, 
wider than the classics thought And iheyjiever succeeded m bridging 
It The modem student of their doctrines never ceases to wonder how 
it was possible for them to be satufied with their arguments or to 
mistake these arguments for proofs irr the light of later analysis their 
theory was seen to be a bouse of cards whatever measure of truth 
there may have been in ibcir vuion • 

3 This later analysis we will take in two strides— as much of it, 
that IS as we need in order to clarify our problem Historically, the 
first will carry us into the first decade of this century the second 
will cover some of the postwar developments of saentific economics 
Frankly I do not know how much go^ this will do the non profes 
sional reader like every other branch of our knowledge economics, 
as m analytic engine improves, moves fatally away from that happy 
stage in which all problems, methods and results could be made 
accessible to every educated person without special training I will, 
however, do my best ' 

The first stride may be associated with two great names revered to 

■The Mder will r«aU my empbgia do the iSlsilnctioa between ones theory 
and ones vuioa id the case ot Man It is bowevei always iiDpotunt to remember 
that the ahUity to see things in their correct penpetiive may be and often ts 
utwtcea*»fc<t£r iilt*<thilty.tr.ta30rr»*BixeQ}-'rfKa*-vtc.“ versa* ITfn'a' losar 

stay be a'verf good theorist and jtt afccolute nonsense wheoever eontreaied 
with the task of diagnosing a conoete batoncal pattern as a whole 
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this day by numberless disaples — so far at least as the latter do not 
think It bad form to express reverence for anything or anybody, 
which many of them obviously do— Alfred Marshall and Knut Wick 
sell * Their theoretical structure has little in common with that of the 
classics— though Manhall did his best to hide the fact— but it con 
serves the classic proposition that in the case of perfect competition 
the profit interest of the producer tends to maximire production It 
even supplied almost satisfactory proof Only, in the process of being 
more correctly stated and proved, the proposition lost much of its 
content — it does emerge from the operation to be sure, but it emerges 
emaciated, barely alive ® SuU it can be shown within the general as- 
sumptions of the Marshall Wickscll analysis, that firms which cannot 
by their own individual action exert any inSuence upon the price of 
their products or of the factors of production they employ — so that 
there would be no point in their weeping over the fact that any in 
crease in production tends to decrease the former and to increase the 
latter— will expand their output until they reach the point at which 
the additional cost that must be incurred in order to produce another 
small increment of product (marginal cost) just equals the price they 

*ManhiUs PnnapUs (Gnt ediitoa 1890) and Wickidlt Ltttures (&nt Swedish 
edition igoi Eogluh translauon 1934) are entitled 10 the prominence 1 am here 
ginng to them because of the influence they exerted oq many minds in their 
formatire suges and because they dealt with theory m a thoroughly practicd 
spint. On purely sdentiflc grounds precedence should be given to the work of 
Lten ^^alns In Amena the names to mention are ] B dark Irving Usher and 
F W Tauss g 

'AnUopaong later arg:umefit (see below ch vni §6) 1 shall in this note bnefly 
danfy the above passage Analysis of the mechanism of the profit economy led not 
-only to the discovery of exceptions to the principle that competitive industry 
tends to maximize output but also to the disoTvny that proof of the prinaple 
itself requires assumptions which reduce it to little more than a truism Its practical 
value IS however particularly impaired by the two following cons derations 
^ I The principle as fat as it can be prosed at all applies to a state of static 
~^uilibnum. Capitalist reality is first and last a proems of change In appraising 
the performance of competitive eoierprise the question whether ii would or would 
not tend to maximize production in 1 perfectly equilibrated stationary condition 
of the economic process u hence almost though not quite irrelevant 
t The pnnaple as stated by 'Wicksell is what was left of a more ambitious 
proposition that, though in a rarefied form an still be found in Marshall— the 
tbeoreni that competitive industry tends to produce a state of maximum satisfac 
non of wants But this theorem even if we waive the serious objections to speak 
ing of non-observable psychic magnimdes is radily seen to boil down to the 
tnviabl^ ihai wbaiefer ihe data and m tie tVcnWoVAJiMf stmmgenierrCr 

of a ioaety may be human action as Car as it is nuonal will always try to make 
the best of any given situation In fatt it boils down to a definition of rational 
action and can hence be paralleled by analogous theorems for say a social st 
ioaety But so can the-^nnaple of maximum production Neither formulates any 
ipeafic virtue of private competitive enterprise This does not mean that such 
vutues do not exisL It does mean however that fhey are not simply inherent in 
the lope of compeucion. 
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can gel for that maement 1 e . that they will produce as much as 
they can without running into loss And this can be shown to be as 
much as 11 is in general socially desirable" to produce In more tech 
rjcal language in that case prices are, from the standpoint of the 
individual firm not variables but parameien and where this is so 
there exists a state of equilibrium in which all outputs are at their 
maximum and all factors fully employed This case is usually referred 
to as perfect competition RemembCTing what has been said about 
the selective process which operates on all finns and their managers we 
might m fact conceive a very optimistic idea of the results to be ex 
pected from a highly selected group of people forced, within that 
pattern by their profit motive to strain every nerve in order to maxi 
mite output and to mmimite costs In particular, it might seem at 
first sight that a system conforming to this pattern would display 
remarkable absence of some of the major sources of social waste As a 
little reflection should show, this is really but another way of stating 
the content of the preceding sentence 

4 Let us take the second stride The hfarshall IV^cksell analysis of 
coune d|d not overlook the many cases that fail to conform to that 
model Nor, for that matter had the classics overlooked them They 
recognized cases of monopoly and*Adam Smith himself carefully 
noticed the prevalence of devices to restrict compeiicion* and all the 
differences in flexibility of prices resulting therefrom But they looked, 
upon those cases as exceptions and moreover, as exceptions that could 
and would be done away with in time Something of that sort » true 
also of Nfarshall Although he developed the Cournot theory of 
monopoly’’ and although he anticipated later analysis by calling 
attention to the fact that most firms have special markets of their, 
own m which they set prices instead of merely accepting them * he as 
well as Wicksell framed his general conclusions on the pattern of per 
feet compecKion $0 as to suggest much as (he classics did that perfect 
compeiJtJon was the rule Neither Marshall and Wicksell nor the 
classics saw that perfect competition is the exception and that even if 
it were the rule there would be much less reason for congratulation 
than one might think 

If we.^ook more closely at the conditions — not all of them explicitly 
stated or even clearly sc'n by Marshall and Wicksell — that must be 
fulfilled in order to produce perfect compcmion we realize imme 

• In a nanner strikingly suggestive of present <Jay altitudes he even emphai led' 
the disaepancy between the inCerests of every trade and (hose of ihe public and 
talked ab^t consp lac es aga nst the latter -which so he thought m ght onginate 
at any bus oessmen s dinner party 

I Augaitin Cournot, jgyS 

•Th s is why the later theory of imperfect competition may faitly be traced to 
him Though he d d not elaborate it be saw the phThomenon ^ore correctly 
than most ol those who d d In part ciilar be d d not exaggerate its importance 
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diately that outside of agncultural mass production there cannot be 
many instances of it A farmer supplies his cotton or n-heat in fact 
under those conditions from h» standpoint the ruling prices of cot 
ton or wheat are data, though very variable ones, and not being able 
to influence them by his individual action he simply adapts his out 
put, smce all farmers do the same, prices and quantities will in the 
end be adjusted as the theory of perfect competition requires But 
this is not so even with many agricultuiaJ products — with duchs, 
sausages, vegetables and many dairy products for instance And as 
regards practically all the finished products and services of industry 
and trade, it is clear that every grocer, every filling stauon, every 
manufacturer of gloves or shaving cream or handsaws has a small and 
precarious market of his own which he tries — roust try — to build up 
and to keep by price atraiegy. quality strategy — ■' product differentia 
tion — and advertising Thus we get a completely different pattern 
which there seems to be no reason to expect to yield the results of 
perfect competition and which fits much better mto the monopolisuc 
schema. In these cases we speak of Monopolutic Competition Their 
Oieory has been one of the major contributions to postwar economics’* 
There remains a wide field of substantially homogeneous products 
—mainly industrial nw materials and semi finished products such as 
steel ingots cement, cotton gray goods and the like— in whidi the 
. conditions for the emergence of monopolist ic competiuon do not seem 
to prevail Thu is so But in general, similar results follow for lhat 
field inasmuch as the greater part of it is covered by largest-scale 
firms which, either individually or m concert, are able to manipulate 
pnces even without differentmmg products — the case of Ohgopoly 
Again the monopoly schema, suitably adapted, seems to fit this type 
of behavior much better than does the scheioa of perfert compeutioa 
As soon as the prevalence of monopolistic competition or of oligop- 
oly or of combmanons of the two is recognized, many of the proposi 
uons which the Marshall Wicksell generatiop of economists used to 
teach with the utmost confidence become either inapplicable or much 
more difficult to prove This holds true, in the first place,^ of the 
propositions turning on the fundamental concept of equilibrium, i e , 
a determmatc state of the economic organism, toward which any 
given state of it is always gravitaiiDg and which displays certain simple 
properties In the general case of oligopoly there is in fact no deter 
inmate equilibrium at all and the possibility presents itself that there 
may be an endless sequence ol moves and countermoves, an indefinite 
state of warfare between firms It is mie that there are many speaal 
cases in which a state of equilibrium theoretically exists. In the second 
place even m these cases not only is u much harder to attain than 
particular E. J Chanbetlui Theory of Monopolistic Competition, and 
Joan Robinson The Economics of Imperfect CompeUtioru 
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the equilibrium in perfect competition and still harder to preserte 
but the beneficial compedcion of the classic type seems likely to be 
replaced by predatory or cutthroat competition or simply by 
struggles tor control in the financial sphere These things are so many 
sources of social waste and there are ma^y others such as the costs of 
advertising campaigns the suppression of new methods of production 
(buying up of patents tn order not to use them) and so on And most 
important of all under the conditions envisaged equilibrium even 
i[ eventually attained by an extremely costly method no longer guar 
antees either full employment or fnaximum output in the sense of 
the theory of perfect competition It may exist without full employ 
ment it is bound to exist so it seems at a level of output below that 
maximum mark because profit-conserving strategy impossible in 
conditions of perfect competition now not only becomes poss ble but 
imposes itself 

Well does not this bear out what the man m the street (unless a 
businessman himself) always thought on the subject of pnvate busi 
ness? Has not modem 'analysis completely refuted the classical doc 
tnne and justified the popular view? Is it not quite true after all that 
(here » hide parallelism between producing for profit and producing 
lor the consumer and that private enterprise is little more than a 
device to curtail production m order to extort profits which then are 
correctly desaibed as tolls and ransoms? 



CHAPTER VIJ 


THE PROCESS OF CREATIVE DESTRUCTION 


rpHE theories of monopolistic and oligopolisdc competition and 
J. their popular variants may in two ways be made to serve the viw 
that capitalist reality is unfavorable to maximum performance in 
production. One may hold that it always has been so and that all 
along output has been expanding in spite of the secular sabotage 
perpetrated by the managing bourgeoisie. Advocates of rhis proposi- 
tion would have to produce evidence to the effect that the observed 
rate of increase can be accounted for by a sequence of favorable cir- 
cuipstances unconnected with the medtanism of private enterprise 
and strong enough to overcome the latter's resistance. This is precisely 
the question which we shall discuss in Chapter IX. However, those 
who espouse this variant at least avoid the trouble about historical 
fact that the advocates of the alternative proposition have to face. 
This avers that capitalist reality once tended to favor maximum pro* 
ductive performance, or at all events productive performance so eon- 
'^Iderable as to constitute a major element in any serious appraisal of 
the system: but that the later spread of monopolist structures, lulling 
competition, has by now reversed that tendency. 

Fint. this involves the creation of an entirely imaginary golden-age 
of perfect competition that at some time somehow metamorphos^ 
itself into the monopoHscic age. whereas it is quite clear that perfect 
competition has at no time been more of a reality than it is at present. 
Secondly, it is necessary to point out that the rate of increase in output 
did not decrease from the nineties from which, I suppose, the preva- 
lence of the largest-size concerns, at least in manufacturing industry, 
would have to be dated; that there is nothing in the behavior of the 
time series of total output to suggest a "break in trend”; and, most 
. important of all, that the modem standard of life of the masses 
evolved during the period of 'relatively unfettered "big business." If 
we list the items that enter the modem workman's budget and from 
JB99 on observe the course of their prices not in terms of money but 
in terras of the hours .of labor that will buy them — i.€., each year’s 
money prices divided by each year’s hourly wage rates— we cannot fail 
to be stmii by the rate of the advance which, considering the spec- 
tacular improvement in qualities, seems to have been greater and not 
stnaller than it ever was before. If we eojnomists’ were given less to 
wishful thinking and more to the observation of facts, doubts would 
81 
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immediately arise as to the realutic virtues of a theory that would 
have led us to expect a very different result Nor is this all As soon 
as V.C go into details and inquire into the individual items in which 
progress was most conspicuous the trail leads not to the doors of 
those firms that work, under conditions of comparatively free com 
petition but preascly to the doors of the large concerns— which, as 
in the case of agricultural machinery, also account for much of ih% 
progress in the competitive s«or — and a shocking suspicion dasvns 
upon us that big business may have had more to do with creating 
that standard of life than with keeping it down 

The conclusions alluded to at the end of the preceding chapter are 
m fact almost completely false \et they follow from observations and 
theorems that are almost completely* true Both economists and 
popular writers hate once more run away with some fragments of 
reality they happened to grasp These fragments themselves were 
mostly seen correctly Their formal properties were mostly developed 
correctly But no conclusions about capitalist reality as a whole follow 
from auch fragmentary analyses If we draw them nevertheless we 
can be right only by accident. That has been done And the lucky 
accident did not happen 

The essential point to grasp is that in dealing with capitalum we 
are dealing with an evolutionary process It may seem strange that 
anyone can fad to see so obvious a fact which moreover was long 
ago emphasired by Karl ^farx Yet that fragmentary analysu which' 
yields the bulk of our propositions about the functioning of modern 
capitalism persistently neglects it Let us restate the pome and see 
hoss it bears upon our problem 

Capitalum. then is by nature a form or method of economic change 
and not only never is but never can be stationary And this evolu 
tionary character of the capitalist process is not merely due to the fact 
that economic life goes on in a soaal and natural environment which 
changes and by its change alters the data of economic action this 
fact IS important and these changes (wars, revolutions and so on) 
often condition industrial change, but they are not its prime moven 
Nor is this evolutionary character due to a quasi automatic increase 
in population and capital or to the vagaries of monetary systems of 

lAs a matter ot fact (how ohaervaiiona and theorenu are not completely s;i(is 
factory The usual exposilioos of the doctrine of imperfect compeution fail «n 
particular to give due attention to the many and important cases in which even 
a matter of static theory imperfect competition approximates the results of perfect, 
competiuon There are other ease* m which it does not do this but offers com 
penutions which while not entering any output index yet contnbute to what 
the output index is m the last resort intended to measure — the cases in which a 
firm defends its market by establishiag a name for quality and service for instance 
However in o^der to simplify mailers we will not take Issue with that doctrine 
on Its own ground 
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■v^hich exactly the same thing holds true The fundamental impulse 
that sets and keeps the capitalist engine in motion comes from the 
new consumers goods the new methods of production or iransporta 
tion the new markets, the new forms of indusUial organization that 
capitalist enterprise creates 

As we hase seen in the preceding chapter, the contents of the 
daborers budget say from 1760 to 1940 did not simply grow on un 
changing lines but they underwent a process of qualitative change 
Similarly the history of the productive apparatus of a typical tarm 
from the beginnings of the rationaloation of crop rotation plowing 
and fattening to the mechanized thing of today — ^linking up with 
elevators and railroads — is a history of revolutions So is the history 
of the productive apparatus of the iron and steel industry from the 
charcoal furnace to our own type of furnace or the history of the 
apparatus of power production from the overshot water wheel to the 
modern pov.er plant or the hutory of transportation from the mail 
coach to the airplane The opening up of new markets foreign or 
domestic, and the organuational developioeni from the craft shop 
and factory to such concerns as U S Steel illustrate the same process 
of industrial mutation-— if I may use that biological term — that inces 
santly revolutionizes* the economic structure from withw incessantly 
destroying the old one, incessantly creating a new one This process 
of Creative Desiructio'n 1$ the essential fact about capitalism It is 
what capiuhsm consists in and what every capitalist concern has got 
to live in Thu fact bears upon our problem in two v\ays 

First, since we are dealing with a process whose every element ukes 
considerable tune m revealing its true features and ultimate effects 
there u no point m appraumg the performance of that process ex 1 mi 
of a given point of time we must judge its performance over time as 
It unfolds through decades or ceniiines A s)siem — any system eco- 
nomic or other — that at every given point of time fully utilizes us 
possibilities to the best advantage may yet in the long run be inferior 
to a system that does so at no given point of tune because the latter s 
failure to do so may be a condiuon for the level or speed of long run 
performance 

Second smee-we are dealing with an organic process analysis of 
what happens in any particular part of it — say in an individual con 
cem or industry— may indeed clarify details of mechanism but is 
inconclusive beyond Uiat Every piece of business strategy acquires its 
enWf iSair/gnjaW oi' oW process anrf 


*Those moluiionj are not vtricily inersuni ihey occur in d scretc rushes which 
are separaied from each other by spans of onnparative quiet The process as a 
whole vt>rls intently however in the sense that there ah ay^ is either revotution 
or absorption of the resulu of revolution both together forming what are known 
as business cydes. o 
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within the situation created bjr it It must be seen in its role in the 
perennial gale of creative destruction it cannot be understood irre- 
spective of it or in fact on the hypothesis that there is a perennial lull 

But economists who ex vtsu of a point of time look for example 
at the behavior of an oligopolist industry—an industry which con 
sisls of a few big firms — and observe the wellknovm moves and 
countermoves wiihm it that seem to aim at nothing but high prices 
and restrictions of output are making precisely that hypothesis They 
accept the data of the momentary situation as if there were no past or 
future to it and think that they hate understood what there is to 
understand if they interpret the behavior of those fimis by means of 
the principle of maximuing prof 11 with reference to those data The 
usual theorists paper and the usual government commissions report 
practically never try to see that behavior on the one hand as a result 
of a piece of past mstory and on the other hand as an attempt to 
deal with a situation (hat fs sure to change presently — as an attempt 
by those firms to keep on their feet on ground that is slipping away 
from under them In other words the problem that is usually being 
visualized is how capitalism administers existing structures whereas 
the relevant problem is how n creates and jUtstroys them As long as 
this u not recognized the investigator docs a meaningless job As 
soon as it is recognised hts outlook on capitalist practice and its 
soual results changes considerably* 

*1116 first thing to go is the tradiuonal conception of the modus- 
operandi of competition Economists are at long last emerging from 
the stage in which price competition was kll they saw As soon as 
quality competition and sales elTorc are admitted into the sacred 
precincts of theory the price variable is ousted from its dominant 
position However it is still competition within a rigid pattern of 
invariant conditions methods of production and forms of industrial 
oiganization in particular that practically monopolizes attention 
But in capitalist reality as distinguished from its textbook picture it 
IS not that kind of competition which counts but the competition 
from the new commod ty the new technology the new source of 
supply the new type of organizai on (tfie largest scale unit of conirol 
for instance)— competition which commands a decisive cost or quality 
advantage and which strikes not at the margins of the profits and the 
outputs of (he existing firms but at their foundations and their very 
lives This kind of competition 1$ as much more effective than the 
other as a bombardment is m comparison with forcing a door an^ 

• It should be understood thai ( s only oar appra sal of econom c perfonnanee 
and not out monl judgment that can be so changed Ow ng lo ts autonomy moral 
applet or d sapproial is en elj Jndqsendent of our appra sal of aooal (or any 
0 her) resulu unless e happen ur ad^ a moral system such as ut I ar an sm 
vrh eh tnaVes moral approval and d sappioval turn on then ex defi r I one 
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so much more important that it becomes a matter of comparative 
indifference whether competition in the ordinary sense functions more 
or less promptly, the powerful lever that in the long run expands 
output and brings down prices is in any case made of other stuff 
It IS hardly necessary to point out that competition of the kind we 
now have in mind acts not only when in being but also when it is 
inerely an ever present threat It disaplmes before it attacks The 
businessman feels himself to be in a competitive situation even if he 
is alone in his field or if, though not atone, he holds a position such 
that investigating government experts fail to see any effective com 
petition between him and any other firms in the same or a neighbor 
mg field and in consequence conclude that his talk, under examina 
tion, about his competitive sorrows is all make believe In many cases, 
though not m all, this will in the long run enforce behavior very 
similar to the perfectly competitive pattern 

Many theorists take the opposite view which is best conveyed by 
an example Let us assume that there is a certain number of retailers 
in a neighborhood who try to improve their relative position by 
sendee and atmosphere but avoid pnee competition and suck as to 
methods to the lo^ tradition— a picture of stagnating routine As 
others drift into the trade that quasi-equilibrium is indeed upset, but 
in a manner that does not benefit their customers The economic 
space around each of the shops having been narrowed, their owners 
Util no longer be able to make a living and they will try to mend the 
case by raising prices in tacit agreement This will further reduce 
their sales and so by successive pyramiding a situation will evolve 
in which increasing potential supply will be attended by increasing 
instead of deaeasing prices and by decreasing instead^f increasing 
sales 

Such cases douceur, and it is nght and proper to work them out 
But as the practical instances usually given show, they are fringe end 
cases to be found mainly in the sectors furthest removed from all that 
1$ most characteristic of capitalist activity < Moreover, they are tran 
sicnt by nature In the case of reiail trade the competition that matters 
arises not from additional shops of the same type, but from the depart 
ment store the chain store, the mailorder house and the super 
market which are bound to destroy those pyramids sooner or later ® 

*Thu IS also shown by a iheornn we frequently meet with in expositions of the 
f'beory of impeifecc competition vu. the fheorem that under conditions of im 
.fwrfect .con\Dciuinn nr JLctdu^ JtttMMsxaf vtfivid W ic ATsivsKaiVy 

S nee imperfect competition is at the same time held to be an outstanding charac 
term c of modem industry we are set to wondering what world these theoruis 
live in unless as stated above fringe end ases are all they have m mind 

*The mere threat of their attack cannot (d the particular conditions environ 
mental and personal of small scale retail trade have its usual disaplinmg rnflu 
enec for the small man is too much hampered by his cost structure and however 
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Now a theoretical constniction which neglects this essential element 
of the case neglects all that is roost typical!^ capitalist about it. even 
if correct in logic as well as in faa, it is like Hamlet without the 
Danish prince 

well he may manage wlihin hit (ncscapable llmiueions, he an never adapt him 
self to the methods of eompetiiors wIm an afford to tel] at the price at which 
be buys 
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MONOPOLISTIC PRACTICES 


W HAT has been said so lar is really sufficient to enable the reader 
to deal with the large majority of the practical cases he is likely 
to meet and to realize the inadequacy of most of those criticisms of the 
profit economy which directly or indirealy, rely on the absence of 
perfect competition Since however, the bearing of our argument on 
some of those critiasms may not be obvious at a glance, it will be 
worth our while to elaborate a little in order to make a few points 
more explicit 

1 We have just seen that both as a fact and as a threat, the impact 
of new things— new technologies for instance — on the existing struc 
tore of an industry considerably reduces the long run scope and im 
portance of practices that aim through resmcimg output at conserv 
ing established positions and at maximuing the profits accruing from 
them We must now recognize the further fact that resinctiie practices 
of this kind as far as they are effective, acquire a new significance m 
the perennial gale of aeative destruction a significance which they 
would not have in a stationary suie or in a state of slow and balanced 
growth In either of these cases restrictive strategy svould produce no 
result other than an increase in profiu ai the expense of buyers except 
that, in the case of balanced advance, it might still prove to be the 
easiest and most effective way of collecting the means by, which to 
finance additional investment * But in the process of creative destruc 
tion reslnctive practices may do much to steady the ship and to alle 
Mate temporary difficulties This is in fact a very familiar argument 
whiA always turns up in times of depression and as eseryone knows 
has become very popular with govemmenu and their economic ad 
visers — witness the NRA ^Vhile it has been so much misused and 
so faultily acted upon that most economists heartily despise it those 
* Theorists are apt to look upon anyone who admits this possibility as guilty 
^ gross error and to prove immediately that financing by borrowing from banks 
^ (rom private savers or in the case of public enterprise financing from the 
proceeds ol an incone tax is more tauonal than is financing from surplus 

profits collected through a restrictive ptdicy For some patterns of behavior they 
ate quite right For others they are quite wrong I believe that both capital sm 
and communism of the Russian type belong in the latter category But the point 
IS that theoret cal considerations espeoaHy theoretical considerations of the short 
run kind mnnot solve although they amtnbuie to the solution of the problem 
which ne shall meet again in the nc*i pan 
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same advisers who are responsible for this’ invariably fail to see lo 
mudi more general rationale ^ 

Practically any inNcstmcnt entails as a necessary complement of 
entrepreneurial action, certain safeguarding activities such as insuring 
or hedging Long range tntesting tind^ rapidly changing conditions 
espeaally under conditions that change or may rhange at any mo- 
ment under the impact of new commodities and technologies is like 
shooting at a target that is not only indistinct but moving — and mov 
ing jerkily at that Hence it becomes necessary to resort to such 
protecting devices as patents or temporary secrecy of processes or, in 
some eases, long period conusets secured in advance But these pro- 
tecting devices which most economists accept as normal clcmenu of 
rational management’ are only speaal cases of a larger class com 
prising many others which most economists condemn although they 
do not differ fundamentally from the recogniied ones 

If for instance a war risk ts insurable, nobody objects to a firm s 
collecting the cost of this insurance from the buyers of ils products 
But that risk is no less an element in long run costs if there are no 
facilities for insuring against it m which case a price strategy aiming 
at the same end will seem to involve unnecessary restriction and to be 
productive cf excess profits Snoilarly, tf a patent cannot be secured 
or would not, if secured, effectively protect, other means may have to 
be used in order* to justify the investment Among them are a price 
policy that will make it possible to write off more quickly than would' 
otherwise be rational, or addiuonal investment in order to'provide 
excess capaaty to be used only for aggression or defense Again if 
long period comracts cannot be entered into in advance other means 
may have lo be devised in order to tie prospective customers to the 
investing firm ' 

iln analyzing such business strategy ex nsu of a given point of time, 
the investigating economist or government agent sees price poliaei 
that seem to him predatory and restrictions of output that seem toTiun 
synonymous with loss of opportunities to produce He does not sec 
that restrictions of this type arc, m the conditions of the perennial 
gale, inadenis often unavoidable incidents of a long run process of 
expansion which they protect rather than impede There is no more 
of paradox in this than there is »n saying that motorcars are travel 
mg faster than they otherwise would because they are provided with 
brakes 

* In particular it is easy to show that there is no sense and plenty o{ harm in a 
pol cy that aims at preserving pnee panties." 

•Some economists however cornder that even those devices are obstructions 
tc progress which though perhaps oeensary in capitalist soaety would be absenc 
in a social st one There is some irulh id ihu Bat that docs not affect ihe proposj 
tion that the protection afforded by patents and so on is in the condiUons of a 
profit economy on balance a propetling and not an inbibiung factor 
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" 2 This stands out most clearly in the case of those sectors of the 
economy which at any time happen to embody the impact of new 
things and methods on the existing-mdustrial structure The best tvay 
of geflmg a \ivid and realistic idea of industrial strategy is indeed to 
visualize the behavior of new concerns or industries that introduce new 
commodities or processes (such as the aluminum industry) or else reor 
■ ^mze a pan or the whole of an industry (such as, for instance, the 
old Standard Oil Company) 

As we ha\e seen such concerns are aggressors by nature and wield 
the really effectise weapon of competition Their intrusion can only 
m the rarest of cases fail to iroproie total output in quantity or 
quality both through the new method itself — e\en if at no time used 
to full ad\ant2ge — and through the pressure it exerts on the preexist 
ing firms But these aggressors are so circumstanced as to require for 
purposes of attack and defense also pieces of armor other than pnee 
and quality of their product which moreover must be strategically 
manipulated all along so that at any pomi of time they seem to be 
doing nothing but restricting theu* output and keeping prices high 
On the one hand largest scale plans could in many cases not mate- 
rialize at all if It were not known from the outset that competition 
will be discouraged by heavy capital requirements or lack of expe 
rience, or that means are available to discourage or checkmate it so 
as to gam the time and space for further developments Even the con 
quest of financial control over competing concems m othenvise unas 
sailable positions or the securing of advantages that run counter to the 
public s sense of fair play — railroad rebates — move, as far as long run 
effects on total output alone are envisaged, into a different light * 
they may he methods for removing obstacles tha^ the institution of 
prnate properly puts in the path of progress In a socialist society 
that time and space would be no less necessary They would have 
to be secured by order of the central authority 
On the other hand enterprise wrould in most cases be impossible tf 

*The (]it3lification added removes I thinV any just caus« for odense that the 
above proposition mighi conceivably cause In case that qualification is not ex 
pliat enough I beg leave to repeal that the moral aspect is in this case as it 
must be in oery case entirely unaffected by an easnom c argument For the rest 
let ihe leader reflect that even in dealing with indubitably criminal actions every 
civiliied judge and every av hied jury lake account o£ the ultenor purpose in 
pursuit of s hich a crime has occurred and of the difference it makes whether an 
-/"tion that is a crime has or has not also effects they consider socially desirable 
Another objection would be more to the pont It an enterprise can succeed 
only by such means does nouthat prove in itself that it cannot spell social gain? 
A very simple argument can be framed in supjiort of this view But it is subject 
to a s^ere crteris fanbus proviso That H to say it holds for conditions which we 
just about equ valent to excluding the process of creativ.. destruction— capitalist 
reality On reflection it will be seen that the analogy of the practices under dis 
cussion with patents is suffiaent to show thi« 
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It v.cre not known from the outset that exceptionally favorable suua 
tions arc likely to arise which if exploited by price, quality and quan 
tiiy manipulation will produce profits adequate to tide o\cr excep- 
tionally unfasorable situations provide these arc smuJarly managed 
Again this requires strategy that in the short run is often restrictive. 
In the majority of successful cases this strategy just manages to serve 
Its purpose In some cases, however, it u so successful as to yield 
profits far above what is necessary in order to induce the con-esponding 
investment These cases then provide the baits that lure capital on 
to untried trails Their presence explains in part how it is possible 
for so large a section of the capitalist world to work for nothing* m 
ihe midst of the prosperous tweniie^ just about half of the buiinew 
corporations in the United States were run at a loss, at zero profits, 
or at profits which if they had been foreseen, would have been made* 
quate to call forth the effort and expendiiure involved 

Our argument however extends beyond the cases of new concerns, 
methods and industries Old concerns and established industries, 
whether or not directly attacked, snll live m the perennial gale 
Situations emerge in the process of creative destruction m which many 
firms may have to perish that nevertheless would be abJe^to hie on 
vigorously and usefully if they could weather a particular storm Short 
of such general aiscs or depressions, sectional situations arise in which 
the rapid change of data that is characteristic of that prScess so 
disorganizes an industry for the time being as to mfiict functionles/ 
losses and to create avoidable unemployment Finally, there u cer 
tainly no point in trying (o conserve obsolescent industnes mdefi 
nitely, but there is point in trying lo avoid iheir coming dovsm wilh 
a iTssh and m attempting to torn a rout, which may become a center 
of cumulative depressive effecu into orderly retreat Correspondingly 
tliere is, in the case of industries that have sown their wild oats but 
are still gaining and not losing ground, such a thing as orderly 
adsiuice ® 

*A good example illustrative of ihM point— In fan of mueh of our general 
argument — is ihe pcoiwar huiory of ibe automobile and the rayon indusitg The 
first illustrates very well the salute and value of what s*e might call * edited' com 
peuuon. The bonania time vras over by about tgifi A host of finns nevertheless 
crowded into the indusiry afietvrards most of which were elimmated by igs5 
From a fierce life and death struggle three concerns emerged that by now account 
lor over So per cent cl loial sales. They are under competinye pressure inasmuch 
as in tp le of the advanuges of an established position an elaborate sales a'bi^ 
service organisation and so on any fa lure to leep up and improve (he qoalicy 
of their products or any attempt at snonopblistic comb nation would call in new 
competiiots Among themselves ibe three concerns behave in a way which should 
be called corespeeine rather lhan compeiilive they refrain from eeriain ag 
gressive devices (wiiicti dy trie way wouib'a^ l>e adsent m perl^ competition;' 
(hey keep up with each other and in doing so play for points at (he frontiers. 
This has now gone on for upwards of fifteen years and it is not obvious that if condi 
tions of theoreucally peKcct compeiiiiMi had prevailed during that perio^l betfer 
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All this IS of course nothing but the truest common sense But it is 
being overlooked with a persistence so stubborn as sometimes to raise 
the question of smcerity And it follows that, within tlie process 
of creauve destruction, all the realities of which theorists are in the 
habit of relegating to books and courses on business cycles there 
is another side to industrial self-organization than that which these 
^eorists are contemplating ‘ Restraints of trade ’ of the cartel type 
as well as those which merely consist in tacit understandings about 
pnee competition may be effective remedies under conditions of de- 
pression As far as they are, they may in the end produce not only 
steadier but also greater expansion of total output than could be 
secured by an entirely uncontrolled onward rush that cannot fail 
to be studded with catastrophes Nor can it be argued that these 
catastrophes occur in any case We know what has happened in 
each historical case We have a very imperfect idea of what might 
have happened considering the tremendous pace of the process if 
such pegs had been entirely absent 

Even as now extended however, our argument does not cover all 
eases of restrictive or regulating strategy, many of which no doubt 
have that injurious effect on the long run development of 'output 
which 18 uncritically attributed to all of them And even m the cases 
our argument does cover, the net eSea is a question of the arcum 
stances and of the way in which and the degree to which industry 
regulates itself in each individual case It is certainly as conceivable 
that an all pervading cartel system might sabotage all progress as 
It 1$ that It might realize, with smaller social and pnvate costs all 
chat perfect competition is supposed to realize This is why our argu 
ment does not amount to a case against state regulation It does show 
that there is no general case for indiscriminate trust busting or for 
the prosecution of everything that qualifies as a restraint of trade 
Rational as distinguished'^from vindictive regulation by public au 
thonty turns out to be an extremely delicate problem which not every 
government agency, particularly when in full cry against big business 
can be trusted to solve * But our aigument. framed to refute a preva 

or cheaper cars would now be oiTered to the public or higher wages and more or 
steadier employment to the workmen The rayon industry had lU bonanza time in 
the twenties It presents the features incident to introducing a commod ly into 
fields fully occupied before and the policies that impose themselves m such condi 
t ons still more clearly than does the automobile industry And there are a number 
Tt other differences But fundamentally the case is similar The expansion in 
qtiamtty ana’quaiity oi ‘rayon output is common knowlrtge Yet restnetive policy 
presided over this expansion at each individual point of time 
• Unfortunately this statement is almost as effective a bar to agreement on policy 
as the most thoroughgoing denial of any ose for government regulation could be 
In fact It may embitter discussion Pcdiboans public ofBcen and economists can 
nand what I may politely term the whole hog opposition of economic royalists 
Doubts about their competence such as crowd upon us particularly when we see 
the legal mmd at work are much mote difficult for them to stand 
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lent theory and tha inferences drawn therefrom about the relation 
between modem capitaldm and the development of total output only 
yields another theory : e , another outlook on facts and another prin 
ciple by which to mierprct them For our purpose thai'is enough 
For the rest the facts themselves have the floor 

5 Next a few words on the subject of Rigid Prices which has been, 
receiving so much attention of late It really is but a particular aspecy 
of the problem we have been discussing Wc shall define rigidity as 
follows a price js rigid jf ii »s less sensitive to changes m the condi 
tions of demand and supply than it would be if perfect competition 
prevailed 

Quantitatively, the extent to which prices arc rigid in that sense 
depends on the material and the method of measurement wc select 
and is hfoce a doubtful matter But whatever the material or method 
u IS certain that prices arc not nearly as rigid as they seem to be There 
are many reasons why what in effect is a change tn price should not 
show in the statistical picture m other words why there should be 
much spurious rigidity I shall mention only one class of them which 
u closely connected with the facts stressed by our analysis. 

1 have adverted to the imporunce, for the capitalist process in gen 
cral and for its competitne'meehantsm in particular of the intrusion 
of new commodities Now a new commodity may effectively bring 
down the preexisting structure and satisfy a given want at much 
lower prices per unit of service (iransponaiion service lot instance)' 
and yet not a single recorded price need change in the process flexi 
bility in the relevant sense may be accompanied by rigidity in a formal 
sense There are other cases not of this type in which price reduction 
IS the sole motive for bringing out a new brand while the old one it 
left at the previous quotation — again a price reduction that does not 
show Moreover the great majority of new consumers goods — par 
ticularly all the gadgets of modem life — are at first introduced in an 
experimental and unsatisfactory form m which they could never con 
quer their potential markets Improvement in the quality of products 
IS hence a practically unrvcral feature of the de\eIopmcnt of indi 
vtdual concerns and of industries ^VllCther or not this improvement 
involves additional costs a consunt price per unit of an improving 
commodity should not be called rigid without further investigation 

Of course plenty of cases of genuine price rigidity remain — of 

r Th 1 defin tier suffice* tor our purposes but would not be satisfactory tor other*. 
See D V Humphrey i article tn the Joifmel of PeltlKat Economy October ijjy 
and E S Masons article n the Review of Economic SlalisUcs May 1958 Pro- 
fessor Mason has ihosvn amonj other th ngs that contrary to a widespread bel et 
pr ex ngidjry is not rncress ng or at *11 events that tl 13 no greater than it was 
tony yean ago a mult which in hself tufficei to mvalidate some of the implica 
uon* of the cunent doctrine of ngidity 
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prices which are being kept constant as a matter of business policy or 
which remain unchanged because it is di^lt to change, say, a price 
set by a cartel after laborious negotiauons In order to appraise the 
influence of this fact on the long run detelopment of output, it is first 
of all necessary to realue that this ngidity is essentially a shott run 
phenomenon There -are no major instances of long run ngidity of 
,poces tVhicbeier manufacturing industry or group of manufactured 
articles of any importance we choose to investigate over a period of 
time we practically always find that in the long run prices do not 
fail to adapt themselves to technological progress — frequently they fall 
spectacularly in response to u«— unless pre\ented from doing so hy 
monetary events and policies or, in some cases by autonomous changes 
in wage rates which of course should be taken into account by ap- 
propriate corrections exacdy as should changes in quality of products * 
And our previous analysis shows sufBaently why in the process of 
capitalist evolution this must be so 

IVhat the business strategy in question really aims at — all in any 
case, that it can achieve — is to a\oid seasonal, random and cyclical 
fluctuations m prices and to move only in response to the more 
fundamental changes in the conditions that underlie those fluctua 
tions Since these more fundamental changes take time m declaring 
themselves this involves moving slowly by discrete steps— keeping 
to a price until new relatively durable conioura have emerged into 
view In technical language, this strategy aims at moving along a step 
function that will approximate trends And thdt is ivhat genuine and 
voluntaiy price rigidity in most cases amounts to In fact, most econo- 
mists do admit this, at least by implication For though some of their 
aiguments about ngidity would hold true only ii the phenomenon 
were a long run one — for instance most of the arguments averring 
that price ngidity keeps the fruits of technological progress from 
consumers — in practice they measure and discuss pnmanly cyclical 
rigidity and espeaally the fact that many pnces do not or do not 
promptly, fall in recessions and depressions TTie real question is there- 

*They do not as a nile fall as they would under conditions of peifea com 
peuuon But this is true only eetcns panlnu and this proviso robs the prt^xw 
tioo of all practical importance I have adverted to this pome before and shall 
return to it below (§ 5) 

•From a welfare standpoint it is proper to adopt a definition di£f«nt from 
and 10 measure price changes in terms of the hours Of labor that are cur 
rently necessary to earn the dollais which will buy given quanuties of manu 
factored consumers goods taking account of changes of quality We have already 
done this m the course of a previous aigoment. A long run downward flexibility 
IS then revealed that is truly impressive Changes in price level raise another 
problem. So far asjhey reflect monetary influences they should be eliminated for 
most of the purposes of an investigation into ngidity But so far as they reflect the 
combined eHect 0! mcreasiDg efficienoes in all Imes of producuon they should not. 



94 Can Capitalism Survive? 

fore how this short -nin ngjdity*® any affect the long run development 
of total output Within this question, the only really important iKue 
1$ this prices that stay up in recession or depression no doubt in 
flucncc the busin«s situation in those phases of the cycles if that 
influence is strongly injurious— making matters much worse than 
they would be wih perfect flexibility all round — the destruction 
wrought each time might also affect output in the subsequent recov 
enes and prosperities and thus permanently reduce the rate of increase' 
in total output below what u would be in the absence of those 
rigidities Two arguments have been put forth in favor of this view 
In order to put the first into the strangest possible light, let us 
assume that an industry which refuses to reduce prices in recession 
goes on selling exactly the same quantity of product which it would 
sell if It had reduced them Buyers are therefore out of pocket by 
the amount to which the industry profits from the ngidity If these 
bujers are the kind of people who spend all they can and if the 
industry or those to whom its net returns go does not spend the 
incremeni it gets but either keeps it idle or repays bank loans then 
total expenditure tn the economy may be reduced thereby If this 
happens other industries or firms may suffer and if tberevpoa they 
restrict in turn we may get a cumuJaiion of depressive effects In 
other words, rigidity may so influence the amount and distribution 
of national income as to decrease balances or to increase idle balances 
or, if we adopt a popular misnomer, savings Such a case is concetv^ 
able But the reader should have Iitde difficulty in satisfying himselB^ 
that us practical importance, if any, is very small 
The second argument turns on the dislocating effects price ngidity 
may exm if in the individual indtuuy iiseJI or elsewhere, u leads 
to an additional restriction of output le, to a restriction greater 
than that which roust in any case occur during depression Since the 
most important conductor of those effects is the inadent increase in 
unemployment — unstabilization of employment is in fact the indict 
i®It should however be observed that ihii short run may last longer than the 
term "short run" usually implies s oro e untes ten yeais and even longer There 
is not one cycle but ihere are many aimultaneous ones of varying duration One 
o{ the most important ones lasts on the average about nine years and a halt 
Structural changes tetjuiting price adjastineoii do in important cases occur in 
perfods of about that length The full extent of the specucular changes reveals 
luejf only In periods much longer ihan ihM. To do ;uitice to alununum, rayon or 
motorcar pnees one must survey a penod tif about forty five years ^ 

ttThe best method of doing this is to work out carefully ell the assumptions m 
volved not only in the strong case tmagmed but also in the weaker cases that 
are less uni Vely to occur in pract te Moveoiver it should not be forgotten that 
the profit due to keep ng prices up may be the means of avo ding bankruptcy of 
at least the neeess ly Of d sconlinu Dg opentions both of which might be much 
more effective in starting a doMnnard “natm spiral than is a possible reduction 
in total expenditure See the comments on the second argumenL 
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ment most commonly direaed against pnce ngidity—and the conse 
quent decrease in total expenditure, this argument then follows m 
the tracks of the first one Its practical weight is considerably reduced, 
although economists greatly differ as to the extent, by the considera 
tion that m the most conspicuous cases price rigidity is motivated pre- 
cisely by the low sensitiveness of demand to short run price changes 
Within the praaicable range People who in depression worry about 
their future are not likely to buy a new car even if the price were 
reduced by 25 per cent, espeaally if the purchase is easily postponable 
and if the reduction induces expectations of further reductions 

Quite irrespectise of this however, the argument is inconclusive 
because it is again vitiated by a ceiens panbus clause that is inadmis 
sible m dealing with our process of ueative destruction Prom the 
fact, so far as It IS fact, that at mote flexible prices greater quantities 
could ceteris panbus be sold, it does not follow that either the output 
of the commodities m question, or total output and hence employ 
ment, would actually be greater For inasmuch as we may assume that 
the refusal to lower prices strengthens the posiuon of the industries 
which adopt that policy either by increasing their revenue or simply 
by avoiding chaos m theu: maiket»->that u to say, so far as this policy 
IS something more than a mistake on their part— it may make fortresses 
out of what otherwise imght be centers of devastation As we have seen 
before from a more general standpoint, total output and employment 
may well keep on a higher level with the resuicuons incident to that 
policy than they would tf depression were allowed to play havoc 
with the pnce structure t* In other words, under the conditions 
created by capitalist evolution, perfect and umvenal flexibility of 
prices might in depression further unstabilize the system instead of 
stabilizing it as it no doubt would under the conditions envisaged by 
general theory Again this is to a large extent recognized in those 
cases m which the economist is in sympathy with the interests imme- 
diately concerned, for instance in the case of labor and of agriculture, 
' in those cases he admits readily enough that what looks like rigidity 
may be no more than regulated adaptauon. 

Perhaps the reader feels some suq^rise that so little remains of a 
doctrine of which so much has been made in the last few years The 
rigidity of prices has become with some people the outstanding defect 
of the capitalist engine and — almost — the fundamental factor in the 
Explanation of depressions But there is nothing to wonder at in this, 
AlitdnKdtati-irtiu^gTOupS'snaiCii-afanyitiing uiat wiil’quallly as a dis- 
covery lending support to the political tendencies of the hour The 

“The iheonsts way to pot die poini u that m depression demand tairves 
mght ihift downv.'ards much more violenay if all pegs were withdrawn from 
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docinne ot price rigidity, with a modicum of truth to its aedit is 
not the worst case of tins kind by a long way 
4 Another doctrine has crysullued into a slogan, vit, that in the 
era of big business the maintenance of the value of existing invest 
ment— conservation of capital — becomes the chief aim of entrepre- 
neurial aaivity and bids fair to put a atop to all cost reducing im 
prosement Hence the capitalist order becomes incompatible wiih, 
progress. ‘ 

Progress entails, as we have teen destruction of capital values in 
the strata with which the new commc^ity or method of production 
competes In perfect compeiilton the old investments must be adapted 
at a sacrifice or abandoneH but when there is no perfect competiuon 
and when each industrial field u controlled by a few big concerns, 
these can in various ways fight the threatening attack on their capital 
structure and try to avoid losses on their capital accounts, that is to 
say, they can and will fight progress itself 

So far as this doctrine merely formulates a particular aspect of re- 
strictive business strategy there u no need to add anything to the 
argument already sketched m this chapter Both as to the limits of that 
strategy and as to lu functions to the process of creative destruction 
we should only be repeating what has been said before This becomes 
still more obvious if we observe that wnserving capiul values is the 
same thing as conserving profits Modem theory tends in fact to use 
the concept Present Net Value of Assets capital values) in place of ' 
the concept of Profits Both asset values and profits are of coune not 
being Simply conserved but maximised 
But the point about the sabotage of a>st reducing improvement still 
calls for comment in passing As a littld" reliection will show, it is 
sufiiaent to consider the case of a concern that controls a technological 
device — some patent, say — the use of which would involve scrapping 
some or all of its plant and equipment Will it in order to conserve 
Its capita] values, refrain from using this device when a management 
not fettered by capitalist interests such as a socialist management* 
could and would use^t to the advantage of all? 

Again ft IS tempting to raise the question of fact The first thing 
a modem concern docs as soon as « feels that it can afford it is to 
establish a research department every member of which knows that 
his bread and butler depends on hu success tn devising improvements 
This practice does not obviously suggest avenion to~technological 
progress Nor can we m reply be referred to the cases in which patents 1 
acquired by business concerns have not been used promptly or not 
been used at all For there may be perfectly good reasons for this 
for example the patented process may tum out to be no good or at 
least not to be in shape to warrant application on a commernal basis 
Neither the inventors themselves nor the investigating economists 
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or government ofTiciah are unbiased judges of, ilus and from ihcir 
rcruonsiranccs or reports we may easily get a very distorted picture >» 

But we are concerned wfth a question of theory Everyone agrees 
that private and socialist managements will introduce improvements 
if, with the new method of production, the total cost per unit of prod 
uct IS expected to be smaller than the prime cost per unit of product 
With the method actually in use If this condition is not fulfilled, 
then It IS held that private management will not adopt a cost reducing 
method until the existing plant and equipment is entirely written 
off, whereas socialist management would to the social advantage, rc 
place the old by any new cost reducing method as soon as such a 
method becomes available, 1 c , without regard to capital values This 
however is not so 

Private management, if actuated by the profit motive cannot be 
interested in maintaining the values of any given budding or machine 
any more thSh a socialist management would be All that private man 
agement tries to do is to maximize the present net value of total 
assets which is equal to the discounted value of expected net returns 
This amounts to sayrng that it vnlt always adopt a new method ol 
production which it believes will yield a larger stream of future 
income per unit of (he corresponding stream of future outlay, both 
discounted to the present, than docs the method actually in use The 
value of past invesimcnt whether or not paralleled by a bonded debt 
that has to be amortized, does not enter at all except in the sense and 
to the extent that it would also liavc to enter mio the calailation tin 
dcrlying the decisions of a socialist management So fir as the use of 
the old machines saves future compared with the immediate 

introduction of the new methods, the remainder of tlicir service value 
IS of course an clement of the decision for boih the capitalist anti the 
socialist manager otherwise bygones arc bygones for both of them 
and any attempt to conserve the value of past investment would con 
diet as much with the rules following from the profit motive as it 
would conflict with the rules set for the behavior of the socialist 
manager 


« IneWenialty ft ihouW be noticed that the kind of lestiictivc practice under 
d «u«ion granted that It exiMs to a Mgnlfeanl extent woul I not be without com 
pCTiaiory effects on locial welfare In faa the same aa.es who lalUabout 
sabotage of progress at the same time eiopbaslw the losses incident lo the 

^ee of capitalist progress particularly the unemployment which that pace entails 
and whch slower advance might minute to some nitj,, yvrf) h tethnok>g^i 
pryes, too qu ck or too slow for them? They had Idler make up theit m nd, 
It should be observed that even If the argument s ere correct It svould still 
is under the conditions en 
^ged inc^patiJIe with technological progress All tl,*, it uo .Id prove is for 
5Te^ orfinanly moderate length in the introduction 
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It IS hosvevcr not true that private firms owning equipment the 
value of which is endangered by a new method which they also con 
trol — if they do not control it, there is no ‘problem and no indictment 
—will adopt the new method only i£ total unit cost with it is smaller 
than prime unit cost with the old one, or if the old investment 
has b«n completely written off according to the schedule decided on 
before the new method presented itself For if the new machines, 
when installed are expected to outlive the rest of the period previ 
ously set for the use of the old machines, their discounted remainder 
value as of that date is another asset to be taken account of Nor is 
it true, for analogous reasons, that a socialist management, if acting 
rationally, would always and immediately adopt any new method 
which promises to produce at smaller total unit costs or that thu 
would be to the social advantage 

There is however another eteracm** which profoundly affecu be- 
havior in this matter and which is being invariably overlooked This 
IS what might be called ex ante conservation of capital in expecta 
tion of furtber improvement Frequently if not in most cases a going 
concern does not simply face the question whether or not to adopt 
a definite new method of production that is the best thing out and, 
in the form taffledfacely available, can be expected to retain that post 
tion for some length of time A new type of machine is m general 
but a link in a chain of improvements and may presently become ob- 
solete In a case like this it would obviously not be rational to follow' 
the chain link by link regardless of the capital loss to be ru/fered each 
time The real question then u at which link (he concern should take 
action The answer must be m the nature of a compromise between 
considerations that rest largely on guesses But it will as a rule involve 
some w'aiung in order to see how the chain behaves And to the out 
tider this may well look like trying to stifie improvement in orderj 
to conserve existing capital values Yet even the most patient of com 
tades would revolt if a sooalist management were so foolish as to 
follow the advice of the theorist and to keep on scrapping plant and 
equipment every year 

5 I have entitled thu chapter as I did because most of it deals 
with the facts and problems that common parlance assoaates with 
monopoly or monopolutic practice So far I have as much as possible 
refrained from using those terms m order to reserve for a separate 
tection^me comments on a few topics specifically connected with, 
them Nothing will be said however that we have not already met m 
one form or another 

(a) To begin with there is the term itself hfonopolist means Single 
u'niere are ot'coune many oilier elements. TEe readn wilt* please unamtana* 
that in dealing with a (ew questions of pmusples ic is impossible to do full Jus- 
tice to any of the topics loiscbed upon * 
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Seller Literally therefore anyone b a monopolist vfho sdls 
that IS not in e>ery respect. v.-rapping and locauon and ^ 

eluded exacUy like 'vshat other people sell esery 5™“^, ^r ese^ 
haberdasher or esery seller of ‘Good Humors on a road ^t is not 
simply lined with sellers of the same brand of ice aeam how 

ever IS not «hat ne mean ishen talking about monopolists \Ve mean 
ionly those smgle sellers ishose markeu are not open to the int^ion 
cf-hould be producers of the same commodity and of aaual producen 
of similar ones or. speaking slighUy more techmcally only those single 
sellen who face a gisen demand schedule that is seserely independent 
of their own action as v.ell as of any reaaions to their action by other 
concerns The traditional Cournot Marshall theory of monopoly as 
extended and amended by later authon holds only if we define it in 
this u-ay and there is, so it seems no point m calling anything a 
monopoly to which that theory does not apply 

But if accordingly v,e do define it like this then it becomes evident 
immediately that pure cases of longmn monopoly must be of the 
rarest occurrence and that esen tolerable approximations to the re- 


quuements of the oncept must be sull rarer than are cases of perfert 
competition The power to exploit at pleasure a given pattern of 
demand^-or one that changes independently of the monopolists 
action and of the reacuons it provokes — can under the conditions of 
intact capitalism hardly persut for a penod long enough to matter 
for the analysis of total output, unless buttressed by public authority, 
for instance m the case of fiscal monopolies A raodtra business con 
cem not >o protected — le, even if protected by import duues or 
import prohibitions— and yet wielding that power (except lempo 
ranly) u not easy to find or evbn to imagine Even railroads and power 
and light -tjoncems had fint to create the demand for thciT servaces 


and when they had done so, to defend ihcir market against compe- 
tiuon. Ouuide the field of public utilities the position of a single 
seller can in general be conquered — and retained for decades— only 
on the condition that he does not behave like a monopolist Short 
run monopoly wall be touched upon presently 
\\hy then all this talk about monopoly? The answer is not without 
interest for the student of the psychology of political discussion Of 
course the concept of monopoly u being loosely used just like any 
other People speak of a country s having a monopoly of something or 
oiheri* even if the industry in question u highly competiuve and so 


ponopolia hare of Uw wme to the fore in connection with 
the proposal lo withhold ^ain matemls from aggressor nauons. The lessons of 
l«nng upon our problem by way of analogy At fint, 
much the of tiat weapon. Then on Iwking more 

materials to be shnoking because 
r few things that cannot be either 
n question And finally a suspicion b^an 
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on But this IS not all Econormsu, government agents, journalisu and 
politicians in this country obviously love the word because n has come 
to be a term of opprobrium which u sure to rouse the publics hostility 
against any interest so labeled In the Anglo-American world monopoly 
has been cursed and associated with functionless exploitatioo ever 
since, m the sixteenth and seventeenth centuries, jt was English 
administrative practice to create monopoly positions in large num 
bers which, on the one hand, answered fairly well to the theoretical 
pattern of monopolist behavior and. on the other hand, fully justified 
the wave of indignation that impressed even the great EJirabeth 
Nothing M so retentne as a nations memory Our time offers other 
and more important instances of a nation t reaction to what happened 
centuries ago That practice made the English speaking 'public so 
monopoly<onscious that it acquired a habit of attributing to that 
sinister power praciically everything it duhked about bujireis^To 
the typical libera] bourgeois m particular, monopoly became the father 
of almost all abuses — m fact, u became hit pet bogey Adam Smith, 
thinking primarily of monopolies of the Tudor and Stuart type, 
frowned on them in awful dignity Sir Robert Peel—who like most 
conservatives occasionally knew how to borrow from the anenal of 
the demagogue~m his fxmohs epilogue to his last period of office 
that gave so much offense to hts associates, spoke of a monopoly of 
bread or vhcat, though English gram production was of course per 
feetly competitive m spite of protection And tn this country monop* 
oly IS being made praaically synonymous with any Iarge*scale business 
(b) The theory of simple and discriminating monopoly teaches that, 
excepung a limiting case, monopoly price is higher and monojwly 
output smaller than compeuiivc price and competitive output This 
IS true provided that the method and organiration of production — 
and everything else — arc exactly the same m both cases Actually how 

to dawn 10 the effe« that even (bough »ome pretsure tan be cxeried on thenj 
in Che short run long-run devetopmenu might eveniuatt}’ desiror pnajcally all 
that was lett on (he IisU 

I’ There was more excuse for chat uncrmcat attitude in the case of Adam Smith 
and the classics in genera! than there « in ihe case of their suaessors because big 
business in our sense had not ihca emerged But even so they weni loo far In part 
tha was due to the fact that they had no aatufactoiy theory of monopoly which 
induced (hem not only to apply the term rather promiscuously {Adam Smiib 
and even Senior interpreted for instance the rent Of land as a monopoly pm) 
but also to look upon (he monopolists power of exploitation as pracncaUf un 
Lmited which is of course wrong eeen for the most extreme cases “ 

“This instance illustrates the way m whidi the term keeps on creeping into' 
illegvtiraaie uses Protect on of agnculiure and a monopoly of agrarian products 
are entirely different things The Htug^e waa over protection and not over a non 
exislent cartel of either landowners or fanners But in fighung protection it was 
just as well to beat up for applause And there was evidently DO simpler means of 
doing so than by calling proiecitODwts monopolisu 
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e\-er there are superior methods available to the monopolist which 
either are not available at all to a crowd of competitors or are not 
available to them so readily for there are advanuges which, though 
not strictly unattainable on the compeuuve level of enterprise, are 
as a matter of faa secured only on the monopoly level for mst^tt. 
because monopoluation may increase the sphere of influence of the 
'better, and decrease the sphere of influence of the inferior, brains.^ 
or because the monopoly enjoys a dispropomonately higher finanaal 
standing IVhenever this is so, then that proposiuon is no longer true 
In other words, this element of the case for competition may fail 
completely because monopoly prices are not necessarily higher or 
monopoly outputs smaller than compeutive prices and outputs w’ould 
be at the levels of productive and orgamrauonal efficiency that are 
within the reach of the type of firm compatible with the compeutive 
hypothesis 

There cannot be any reasonable doubt that under the conditions 
of our epoch such superiority is as a matter of fact the outstanding 
feature of the typical large-scale unit of control, though mere size 
is neither necessary nor suiffiaent for it These units not only anse in 
tbe>process of creauve destruetioo and funcuon m a way entirely dtf 
ferent from the static schema, but m many cases of decmve importance 
they provide the necessary form for the aichievement They largely 
^ate what they exploit Hence the usual conclusion about their 
influence on longrun output would be invalid even if they were 
genume monopolies in the technical sense of the term 
Mouvation is quite immaterial Even if the opportunity to set 
monopolist prices were the sole object, the pressure of the improved 
meth<^ or of a huge apparatus would in general lend to shift the 
point of the monopolists opumum toward or beyond the competitive 
cost price in the above sense, thus doing the work — partly, wholly, 
or more than wholly— of the competitive mechanism,*® even if re 
v*The reader should obsme that »hile as a broad rule lhat particular type of 
supenonty is simply indisputable the inferior brains especially if their owners 
are entirely elmunaced are not likely to admit it and that the publics and the 
recording economists hearU go out to them and not to the others This may have 
something to do wth a tendency to discount the cost or quality advantages of quail 
monopolist combinauon that is at present as pronounced as was the cxaggcrailnii 
uons!"° *** prospectus or announcement of sponsors of such comi Ina 

Company of America is not a monopoly In the technlnil sn •« 
defined above among other reasons because It had to Imil 1 up In <1fm.iiil 
fchedule which fact suffices to exclude a behavior conforming to the rniiii I 
MarshaU schOTa But most economists call It so and In the dcirlli of prmiliie (i».M 
purposes of this note do the same From iPo*' Id ltl»0 ll * 1 H i» 
« the basic product of this single seller fell to ahmit It per <ri I if « (IsHIliH 
^the ^nge in price level (DLS index of wholesale jrlirs) Mi atuil 
per cent. Output rose from jo metric tons to loy^^on I roinil ii I y ( -tin » (*"**i= 1 
w igog Aigument from costs and proft* in crliUlsm «f 111* i •' I'lf itM»| 
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itTichon It practiced and excess capacity u in evidence all along Of 
course if the methods of jiroduction organiiatjon and $o on are not 
impro>cd by or m connection wuh monopolization as is the n < r with 
an ordinary cartel the classical theorem about monopoly price and 
output comes into us own a^in ** So does another popular idea viz , 
that monopolization has a soporific effect For this too. it is not dif 
ficult to find examples But no general theory should be built upocr 
it. For, espcciaJJy in manufacturing industry, a monopoly position 
1$ in general no cushion to sleep on As it can be gained, so it can 
be retained only by alertness and energy What soporific influence 
there is in modem business is due to another cause that will be 
mentioned later 

(c) In the short run, genuine monopoly positions or positions ap- 
proximating monopoly are much more frequent The grocer in a nl 
lage on the Ohio nay be a true monopolist for hours or even days 
during an inundation Esery successful comer nay spell monopoly for 
the moment, A firm specializing in paper labels for beer bottles may 
be so circumsianced-^patential competitors realizing that what seem 
to be good profiu uould be immediately destroyed by their entenng 
the field—that it can move at pleasure on a moderaie but lUJl finite 
stretch of the demand cune, at least until the metal label itnashes 
that demand cune to pieces 

New methods of production or new commodities, especially the 
latter, do not per se confer monopoly e\en if used or pf^ueed by a' 
single firm The product of the new method has to compete with the 
products of the old ones and thc'new commodiiy has to be intro- 
duced 1 e Its demand schedule has to be built up As a rule neither 
patents nor monopolistic practtces''avail against that. But they may 
in cases of spectacular superionty of the new device, particularly if it 
can be leased like shoe machinery or in cases of new commodities the 
permanem demand schedule for which has been establuhed before 
the patent has expired 

Thus u is true that there is or may be an element of genuine 
monopoly gam in those entrepreneurial profits which are the prizes 
offered by capitalist society to the successful innos'ator But the quan 
mauve importance of that clement fts volatile nature and its function 
in the process in which it emerges put it in a class by itself The main 
value lo a concern of a single seller position that is secured by patent 
or monopolistic strategy does not consist so much in the opportuni''’ 

late It lor granted that a muliiiude ef coinprtinf finiu would bare bem about 
equally lucces&Iul in cost reduang icsraTch in ihe econom cal doelbpment of 
the produense apparatus in (each ng new uses tor the product and in avoid ng 
waitcfid. htralido.rtK. Thii is la.latt betoe^auamed.hr^ mtsevsia.. oI.ttus-itTtd 
IX the propelling factor of modern capitaljsni u being assumed away 

*1 See however supra, § i 
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to beha\e temporarily according to the monopolist schema, as in 
the protection it affords against temporary disorganizauon of the 
market and th^ space it secures for long range planning Here how 
ever the argument merges into the analysts submitted before 

6 Glanang back t\e realize that most of the facts and arguments 
touched upon in this chapter tend to dim the halo that once sur- 
tounded perfect competition as much as they suggest a more favor 
able view of lU alternative I wiU now briefly restate our argument 
from this angle. 

Tradmonal theory itself, es'cn within its chosen precincts of a sta 
tionary or steadily growing economy, has since the time of Marshall 
and Edgeworth bwn ducovenng an increasmg number of exceptions 
to the old propositions about perfect competiuon and. incidentally, 
free trade, that ha\e shaken that unqualified belief in its virtues cher 
ished by the generation which flourished beti^een Ricardo and Mar 
shall — ^roughly, J S Mill s generation m England and Francesco Fer 
rara’s on the Comment Especially the propositions that a perfectly 
competitise system is ideally economical of resources and allocates 
them in a wa^ that is opixmal with respect to a given distnbution of 
income — ^propositions very relevant to the question of the behavior 
of output— cannot now be held with the old confidence®* 

Mu& more serious is the breach made by more recent work in the 
field of dynamic theory (Fnsch, Tinbergen Roos, Hicks and others) 
Dynamic anal^'sis is the analysis of sequences in tune In explaining 
why a certain economic quantity, for instance a price, is what we find 
It to be at a given moment, it takes into consideration not only the 
state of other economic quantities at the same moment, as static theory 
does, but also their state at preceding points of time, and the expec 
tations about their future values Now the first thing we discover in 
working out the propositions that thus relate quantities belonging to 
different points of tune“ is the fact that, once equilibrium has been 
destroyed by some disturbance, the process of establishing a new one 
IS not 50 sure and prompt and economical as the old theory of perfect 
competition made ji out to be, and the possibility that the v ery struggle 
for adjustment might lead such a sptem farther away from instead 
of nearer to a new equilibrium This will happen in most cases 
unless the disturbance is small Jn many cases, lagged adjustment is 
sufficient to produce this result 

All I can do here is to illustrate by th- oldest, simplest and most 
familiar exanysle ihai ItemawJ And .vn-t-md-cd /ippiy m 

“Since we cannot enter into the subject I will refer the reader to Mr R T 
Kahns paper enuUed Some Notes on Ideal Output" (Economic Journal tor March 
19J5) which cOTcn much of this ground. 

The term dynam cs is loosely used and carries many different meanings The 
abose definition was formulated by Ragnar Fnsch 
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equilibrium m a perfectly competitive market for wheat, but that 
bad weather reduces the crop below what fanners intended to'supply 
If price rises accordingly and the farmers thereupon produce that 
quantity of wheat which it would pay them lo produce if that new 
price were the equilibrium price, th«j a slump in the wheat market 
will ensue in the following year If now the farmen correspondingly 
restrict production, a price still higher than m the first year may result 
to induce a still greater expansion of production than occurred in the 
second year And so on (as far as the pure logic of the process js 
concerned) indefinitely The reader will readily perceive, from a survey 
of the assumptions iniolved, that tw great fear need be entertained 
of c%cr higher prices and ever greater outputs’ alternating till dooms 
day But even if reduced to its proper proportions, the phenomenon 
suffices to show up glaring weaknesses in the mechanism of perfect 
competition As soon as this » rcalued much of the optimism that 
used to grace the practical implications of the theory of this mecha 
nism passes out through the ivory gate 

But from our standpoint we must go further than that*' If we 
try to visualize how perfect competition works or would work m the 
process of creative destruction, we arrive at a still more discouraging 
result This will not surprise us considering that all the essential 
facts of that process are absent from the general schema of economic 
life that yields the traditional propositions about perfect competition 
At the risk of repetition I will illustrate the point once more 

Perfect competition implies free entry into every industry It is 
quite true, within that general theory, that free entry into all indus 
tries IS a condition for optimal allocation of resources and hence for 
maximizing ouipuc If our economic world consisted of a number of 
establishedlndusirics producing Jamiliar commodities by established 
and substantially invariant methods and if nothing happened except 
that additional men and additional savings combine in order to set 
up new firms of the existing type then impedimenu to their entry 
into any industry they wish to enter would spell loss to the com 
munity But perfectly free entry into a new field may make it impos- 

«It should be obser^ ihst she defining (eature of dm*n>'e iheory has nothing 
to do with ihe nature of ihe economic reality So which it is applied It u a general 
method of analysia rather ihait a study of a particular process tVe can use it in 
order to analyie a stationary economy |o« as an evolving one can be analyzed by 
means of the methods of statics ( cotnpawive statics ■) Hence dynamic ibeory 
reed not take and as a mailer of fact has not taken any spena) cogn lance of 
process of creative destnicjion which we have taken to be the essence of^capiialism/ 
Ji IS no doubt better equipped than b static theory to deal with many questions 
of mechanism that arise m Ihe analysis of that process But It is not an analysis of 
that^orocess. Itself., and it treats the lesultiiy individual distuttances of_given states 
and sttuetutes just as it treats other distotbarwcs. To judge the functioning of 
perfect competition from the sundpomt of capitalist evolution is thereiore not the 
tame thing as judging it from the sundpomt of dynamic theory 
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Sible to enter it at all The mtroducuon o£ new methods o£ produc 
tion and new commodities is hardly conceivable with perfect — and 
perfectly prompt— competition from the start- And this means that the 
bulk of what we call economic progress is incompatible with it As a 
matter of fact perfect competition is and always has been temporarily 
suspended ivhenever anything ne\/ is being introduced — automatically 
'2r by measures devised for the purpose— even in otherwise perfectly 
competitne conditions 

Similarly withm the traditional system the usual indictment of ngid 
prices stands all nght Rigidity is a type of resistance to adaptation 
that perfect and proimit competition excludes And for the kind of 
adaptation and for mose conditions which have been treated by 
traditional theory it is again quite true that such resistance spells loss 
and reduced output But we have seen that in the spurts and vicissi 
tudes of the process of creative destruction the opposite may be true 
perfect and instantaneous Bexibiliiy may even produce functionless 
catastrophes This of course can also be established by the general 
dynamic theory which as mentioned above shows that there are at 
tempts at adaptation that intensify disequilibrium 

Again under its own assumptions traditional theory is correct m 
holding that profits above what is necessary m each individual case to 
call forth the equilibrium amount of means of production entrepre 
.neurial ability included both indicate and m themselves imply net 
'soaal loss and that bus ness strategy that aims at keeping them alive 
IS inimical to the growth of total output Perfect competition would 
prevent or immediately eliminate sudi surplus profits and leave no 
room for that strategy But slfice in the process of capitalist evolution 
these profits acquire new organic functions— 1 do not want to repeat 
what they are — that fact cannot any longer be unconditionally credited 
to the account of the perfectly oinipeiitive model so far as the secular 
rate of increase in total output is concerned 

Finally it can indeed be shown that under the same assumptions 
which amount to excluding the most characteristic features of capi 
talist realty a perfectly competitive economy is comparatively free 
from waste and in particular from those kinds of waste which we 
most readily associate with its counterpart But this does not tell us 
anything about how its account looks under the conditions set by the 
process of creative destruction 

^ On the one hand much of what without reference to those condi 
^•ons would appear to be unrelieved waste ceases to qualify as such 
when duly related to them The type of excess capacity for example 
that owes its existence to thc-pracuce of building ahead of demand 
or to the practice of providing capaaty for the cyclical peaks of de 
mand would in a regime of perfect competition be much reduced 
But when all the facts of the case are taken into consideration 
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It w no longer correct to say that perfect competition wins out on 
that score For though a concern that has to accept and cannot set 
pnces nould in fact use all of lu capaaty that can produce at mar 
ginal costs coicrod by the ml tng pnces « docs not follow that it would 
cscr hate the qumtiiy and quality of capacity that big business has 
created and ws able to create precisely because it js in a position to 
use It strategically Excess tapaoiy of this type may — u does in somii 
and does not m other cases — constitute a reason for claiming su- 
penonty for a soctahst economy But it should not without quah 
fication be listed as a claim to superiority of the perfectly competitive 
speacs of capitalist economy as compared \*ith the "jnonopoloid" 
speacs 

On the oilier hand norlking in the condiuons of capitalm evolu 
uon the perfectly competitive arrangement displays wastes of its own 
The frm of the type that is compatible with perfect compcuiion is 
in many cases inferior in'intemal especially technological effiaency 
If It 1$ then It vastei Opportunities. It may also in its endeavors to 
improve Its methods of pr^ucuon waste capital because it is tn a less 
favorable position to evohe and to judge new possibilities. And as 
we hate seen before a perfectly competitive industry is much more 
apt to be routed— and to satter the ^alh of depression— under the 
impaa of progress or of external disturbance than is big business. 
In the last resort American agriculture English coal mining the £ng-^i 
lish textile industry are costing consumers much more and are affeef 
mg total output much more injuriously than they would i£ controlled 
each of them by a doren good brains 

Thus It IS not sufficient to aiguc that because perfect competition is 
imjiossible under modem industrial conditions— or because it always 
has been impossible — the large-scale establishment or unit of control 
must be accepted as a necessary evil inseparable from the economic 
progress which it is prevented from sabotaging by the forces inherent 
in ICS productiie apparatus. IVTtat we have got to accept is that it has 
come to be the most powerful engine of that progress and in pariicu 
lar of the long run expansion of total output not only in spite of. 
but to a considerable extent through this strategy which looks so 
restrictive when viev,ed in the individual case and from the individual 
point of lime In this respea perfect competition is not only impos 
sihle but inferior and has no iitlc^ being set up as a model ^ 
ideal efficiency It is hence a misiaLe to base the theory of governmew 
regulation of industry on the principle that big business should be 
made to v ork as the respective industry would work in perfect com 
petition And soaalists should rely fol their ermasms on the virtues of 
a socialist economy rifncr fnan on'hioscifftne compeituve mdh^i 
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CLOSED SEASON 


tt is for the reader to deade how far the preceding analysis has 
attained its object. Economics is only an observational and mterpre 
tative saence which implies that m questions like ours the room for 
difference of opinion can be narrow^ but not reduced to zero For 
the same reason the solution of our first problem only leads to the door 
of another whidi in an experimental saence^would not arise at all 
The first problem was to find out whether there is as I have put 
It (p 72) an understandable relation between the structural fea 
tures of capitalism as depicted by various analytic models and the 
econoimc performance as depicted for the epoch of intact or relatively 
unfettered capitalism by the mdex of total output My affirmative 
answer to this question was based upon an analysis that ran on lines 
approved by nlost economists up to the point at which what 1$ usually 
referred to as the modem tendency toward monopolistic control en 
tered the scene After that my analysis deviated from the usual lines 
in an attempt to show that what practically e\eryone concedes to the 
capitalism of perfect competition (whether a theoreucal construe;tion 
or, at some time or other a histoncal reality) must also to even a 
greater degree be conceded to big business capiulism Since however 
we cannot put the driving power and the engine into an experiment 
station in order to let them perform under carefully controlled condi 
tions there is no way of proving beyond the possibility of doubt 
their adequacy to produce just that result viz the observed develop- 
ment of output. All we can say is that there was a rather striking 
performance and that the capitalist airangement was favorable to pro- 
duang it And this is precisely why we cannot stop at our conclusion 
but have to face another problem 

A pnoTt It might still be possible to account for the observed per 
fotmance by exceptional circumstances which would have asserted 
themselves in any institutional pattern The only way to deal with 
this possibility is to examine the economic and political history of 
penod in question and to discuss such exceptional arcumstances 
as we sssay be able to find V/e atiacV. the problem by considering 
those candidates for the role of exceptional arcumstances not inherent 
in the business processes of capitalism which have been put up by 
economists or historians There are five of them 
The first is government action which though I quite agree with 
107 
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>farx in holding that politic* and poliacs are not independent factors 
but elements of the social process *e arc analyzing may be considered 
as a factor external to the world of business for the purposes of this 
argument The period from about i8jo to 1914 presents an almost 
ideal case It tvQuld be difficult to find another equally free from either 
the stimuli or the depressants that may proceed from the political 
sector of the social process. The removal of the fetters from entrt^ 
preneunal activity and from industry and trade m general had 
largely been accomplished before New and diUcrcnt fetters and bur 
dens — social legislation and so on — ^were being imposed but nobody 
will hold that they were major factors in the economic situation before 
1914 There were wars But none of them was economically imporianf 
enough to exert vital cfleets one way or another The Franco-German 
war that issued m the foundation of the German Empire might tug 
gest a doubt But the economically relevant event svas after all the 
foundation of the ZoUvercirt There was armament expenditure But 
m the circumstances of the decade ending in 1914 in which it assumed 
really important dimensions 11 was a handicap rather than a stimulus 
The second candidate is gold It is very fortunate that we need not 
enter into the thicket of questions that surrounds the modus openndt 
ot the new plethora of gold which bunt forth from about 1690 on 
Foc»smcc in the first twenty yean ot (he period gold actually was 
scarce and since the rate ot inaease m total output was then 
smaller than it was later on gold production cannot have been a 
major factor in the productive performance of capitalism 'whateser it 
might have had to do with prospermc* and depressions The same 
holds true as regards monetary management which at that time was 
not ot an aggressive but rather of an adaptive type 
Third there was the increase in population which whether a cause 
or a consequence of economic advance certainly was one of the domi 
nating factors m the economic situation Unless we are prepared to 
aver that it was wholly consequential and to assume that any varia 
lion in output will always entail a corresponding variation in popula 
tion while refusing to admit the converse nexus all of which is of 
course absurd that factor must be listed as an eligible candidate For 
the moment a brief remark will suffice to clarify the situation 
A greater number of gainfully employed people will in general pro- 
duce more than a smaller number would whatever the social organ 
iration Hence if any part of the actual rate of increase m populat ^ 
during that epoch can be assumed — as of course it can — to ha^ 
occurred independently of the results produced by the capitalist sys 
tern m the sense that it would have occurred under any system popu 
laiion must to that extent be listed as an external factor To the 
same extent the observed increase tn total output does not measure 
but exaggerates capitalist performance 
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Other things being equal, howeser, a greater numb^ of gainfully 
employed people imU m general produce less per head of employed 
or of populauon than a somei\hat smaller number would whatever 
the social organization This follows from the fact that the peater 
the number of workers, the smaller will be the amount of other factors 
\Mth which the mdmdual worker cooperates* Hence, if output per 
head of population is chosen for measuring capitalist performance, 
then the obsened increased is apt to understite the actual achieve- 
ment, because part of this achievement has all along been absorbed 
in compensating for the fall m per capita output that would have 
occurred m its absence Other aspects of the problem will be con 
sideted later on 

The fourth and fifth candidates command more support among 


economists but can easily be dismissed as long as we are dealing with 
past performance The one is new land The vnde expanse of land 
that, economically speaking, entered the Americo European sphere 
during that period, the huge mass of foodstuffs and raw materials, 
agricultural and other, that poured forth from it, all the ones and 
mdustnes that everywhere grew up on the basis pioReied by them — 
was thu not a quite exceptional factor m the development of output, 
in fact a unique one* And was notihis a boon that would have pro- 
duced a vast access of wealth whatever the economic system tt hap- 


pened to impinge upon? There 1$ a school of soaalist thought that 
takes this view and in fact explains in thisway the failure of Marxs 
predioions about ever increasing misery to come true The results of 
the exploitation of virgin envuonmenis they hold responsible for the 
fart that we did not see more of exploitation of labor, owing to that 
factor, the proletariat was penmtled to enjoy a closed season 
There is no question about the importance of the opportunities 
afforded by the existence of new countries And of course they were 
unique But objective opportunities — that is to say, opportunities 
that exist independently of any soaal arrangement — are always pre- 
requisites of progress and each of them is historically unique The 
presence of coal and iron ore m England or of petroleum in this and 
other countries is no less important and constitutes an opportunity 
that IS no less unique The whole capitalist process like any other 
economic process that is cvoluuonary, consists in nothing else but ex 
plomng such opportunities as they enter the businessman s horizon 
and there is no print m trying to single out the one under discussion 
la order to construe it as an externa] factor There is Ie« teison foe 
doing so because the opening up of these new countries was achieved 
step by step through business enterpnse and because business enter 


^Ttis suimiCTK IS far from sausfactmry but it seems to suffice for our purpose 
b^pi^t pan of the siorld talen as a s»hrfe had by then cerUinU deselopcd 
teyond the luzuis vathm which the opposiie tendency is opetame 
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prue provided all the condiltom for tt (railroad and power plant con 
struction shipping agricultural nuachmer^ and so on) Thus that 
process ^^as part and parcel of capitalist achiesement and on a par 
wiih the rest Therefore the results rightfully enter our two per cenu 
Again we might inioke the Communul Manifesto in support. 

The last candidate is tcchnologicaf progress \Vas not the observed 
performance due to that stream of inventions that rcvolutionircd the 
technique of production rather than td the businessmans hunt for 
profits? The answer is in the negative The carrying into effect of those 
technological novelties vtos of the essence of that hunL And even the 
inventing itself as will be tnore fully explained tn a moment, was 
a function of the capitalist process which is responsible for the mental 
habits that will produce invention It is therefore quite wrong — and 
also quite un hfanian — (o say, as so man/ economists do that capi 
talist enterprise was one. and technological progress a second distinct 
factor in the observed development of output, they were essentially 
one and the same thing or, as wre may also put it, the former was the 
propelling force of the latter 

Both the new land and the technologio) progress may become trpu 
blesome as soon as we proceed to extrapolation Though achievements 
of capitalism, they may conceivably be achievemenu that cannot be 
repeated And though we now have established a reasonable case to the 
effect that the observed behawor of output per head of population 
during the period of full fledged capiiaiivm was not an acadent but 
may be held to measure roughly capitalist performance, we are faced 
by still another question, vie the question to what extent it is legiti 
mate to assume that the capitalist engine will— or would if allowed 
to do so — work on in the near tuiure say for another forty yean, 
about as successfully as it did tn the past 
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THE VANISHING OF INVESTMENT 
OPPORTUNITY 


T he nature of this problem can be most tellingly displayed against 
the background of contemporaneous discussion The present 
generauon of economists has witnessed not only a world svide depres 
sion oi unusual seventy and duration but also a subsequent period of 
halting and unsatisfactory recovery 1 have already submitted my otvn 
mterprctation^ of these phenomena and stated the reasons svhy I do 
not think that they necessanly indicate a break, in the trend of capi 
talm evoluuon But it is natural that many if not most of my fellow 
economuts should take a different view As a matter of fact they feel, 
exactly as some of their predecessors felt between 1875 and 1896— 
though then this opinion was mainly confined to Europe — tl^t a 
fun dam ental change IS upon the capitalist process According to this 
view, we have been witnessing not merely a depression and a bad 
recovery, accentuated perhaps by anti capitalist policies, but the symp- 
toms of a permanent loss of vitality which must be expected to go on 
and to supply the dommaung theme for the remaining movements 
of the capitalist symphony, hence no inference as to the future can 
be drawn from the functioning of the capiulist engine and of its 
performance in the past 

This view IS being held by many with whom the wish is not father 
to the thought But we shall understand why soaalists with whom it 
IS, should have with particular alacrity availed themselves of the 
windfall — some of them to the point of shifting the base of their anti 
capitalist argument completely to this ground In doing so. they 
reaped the additional advantage of being able to fall back once rQore 
upon Marxian tradition which, as I have pointed out before, the 
trained economists among them had felt compelled to discard more 
and more For, xn the sense explained in the first chapter, Marx had 
predicted such a state o! things according to him capitalism before 
actually breaking down would enter into a stage of permanent crisis, 
■temporarily interrupted by feeble upswings or by favorable chance 
occurrences ‘Nor is this all One way of putting the matter’ from a 
Marxian standpoint is to stress the effects of capital accumuHtion and 
capital agglomeration on the rate of profits and through the rate of 
profits, on the opportunity to invest. Since the capitalist process always 
* See ch. V, p 64. 


Ill 
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has been geared lo a large amount ol current investment, even partial 
elimination of it would suffice to make plausible ihe forecast that the 
process IS going to flop ThiJ" particular line in the Jfarxist argument 
no doubt seems to agree well not only with some outstanding facts of 
the past decade — unemployment, excess reserves gluts m money 
markets unsatisfactory margins of proliu stagnation of private invest 
mem — but also with several non Marxist interpretations TTiere r 
surely no such gulf becueen Marx and Keynes as there was.betwecr 
Marx and Marshall or Wicksell Both the Marxist doctrine and it 
non hfarxist counterpart are well expressed by the self-explanatorj 
phrase that wc shall use the theory of vanishing investment oppor 
tunity* 

It should be observed that this theory really raises three disimci 
problems The first is atm to the question that heads this part Since 
nothing in the soaal world can evet be aere perenniui and since the 
capitalist order is essentially the framework of a process not only oi 
economic but also of social change, there is not much room for differ 
ence about the answer The second question is whether the forces and 
mechanisms offered by the theory of vanishing investment opportunity 
are the ones tp stress In the following chapters I am going to submit 
another theory of what will eventually kill capitalism, but a number 
of parallelisms will remain There is however a third problem Even 
if the forces and mechanisms stressed by the theory of vanishing in 
scstmcni opportunity were in themselves adequate to establish the 
presence in the capitalist process of a long run tendency toward ulti 
mate deadlock i does not necessarily follow that the yiassitudes of 
the past decade have been due to them and — which it is important to 
add for our purpose — that similar vicissitudes should therefore have 
to he expected to persist for the next forty years 

For the moment we are mainly concerned with the third problem 
But much of what 1 am going to say also bean on the second The 
factors that are held to justify a pessimistic forecast concerning the 
performance of capitalism in the near fuuire and to negative the idea 
that past performance may be repeated may be divided into three 
groups 

There are, first the environmental factor^ It has been staled and 
will have to be established that the capitalist process produces a dis- 
tribution of political power and a socio-psychological attitude— ex 
pressing itself m corresponding policies — that are hostile to it an^ 
may be expected to gather for^ so that they will eventually prevent 
ihe capitalist engine from funniomng This phenomenon I will set 
aside for later consideration kVbat foHows now must be read with 
the appropriate proviso But itshoalcTde noted'tdat ttiat aeticuae ana’ 
cognate factors also affect the motive power of the bourgeois profit 
*S«e lay Bus ness Cyclts ch xv ^ 



The Vanishing o£ Investment Opportunity 113 

economy itself and that hence the proviso covers more than one might 
think at first sight— more at any rate than mere politics 
Then there u the capitalist enjjine itself The theory of vanishing 
investment opportunity does not necessarily include but as a matter 
of fact IS apt to be m alliance with the other theory that modern 
largesl-scale/busmess represents a petnRed form of capitalism in 
which restrictive practirea price rigidities cxdusise attention to the 
conservation of existing capital values and so on are naturally inher 
ent This has been dealt with already 

Finally there is what may be described as the material the capi 
talist engine feeds on 1 e the opportunities open to new enterprise 
and investment The theory under discussion puts so much emphasis 
on this element as to justify the label we have aSixed to n The mam 
reasons for holding that opportunities for private enterprise and 
investment are vanishing are these saturation population new lands 
technological possibilities and the circumstance that many existing 
investment opportunities belong to the sphere of public rather than 
of private investment 

j For every given state of human wants and of technology (in the 
widest possible sense of the term) there 1$ of course for every rate of 
real wages a definite amount of fued and circulating capital that will 
spell saturation If wants and methods of production had been frozen 
for good at their state m 1800 such a point would ha\e been reached 
long ago But is it not conceivable that wanis may some day be so 
completely satisfied as to become frozen forever after? Some impltca 
tiorn ofohts case will presently be developed but so long as we deal 
with what may happen during the next forty years we evidently need 
not trouble ourselves about this possibility 

If ever it should matenalue ihen the current decline in birth rate 
still more an actual fall m population would indeed become an 
important factor in reducing opporiunities for investment other than 
replacement For if everyone s wants were satisfied or nearly satisfied 
increase in the number of consumers would ex hypothest be the only 
• major source of additional demand But independently of that possi 
bility decrease in the rate of increase in population does not per se 
endanger investment opportunity or the rate of increase m total out 
put per head 3 Of this we can easily satisfy ourselves by a brief ex 
animation of the usual argument to the contrary 

*TIm also bolds true for a smafl ded ne in absolute numbers ot people such as 
may occur in Great Biiiain before very long (see E Charles London and Cam 
bndge Economic Service Memo N* 40) A cons derable absolute deci ne would 
ra se addit onal problems These we shall neglecc however because this cannot be 
expected to occur dur ng the space of t me under com derat on St 11 o her prob 
lems econom c as well as pol iical and soao psycholoj cal are presented by the 
aS’ng o£ a populaucrti Though they Ac beginning to assert themselses already — 
there is praa cally such a ihmg as a lobby of the old —we cannot enter into 
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On the one hand it js being heW that a declining rate oi increase 
m loial popiiJaiJon i{?so facto apellj a declining rate of increase m 
output and hence of inicjiroent because u restricts the expansion of 
demand This docs not follow Want and effective demand are not 
the same thing If they were, the poorest nations would be the ones 
to display the most vigorous demand As it is the income elements set 
free by the falling birth rate may be diverted to other channels and 
they arc particularly apt to be so diverted in all those cases m which 
the desire to expand alternative demands is the very motive of child 
lessncss A modest argument can indeed be made out by stressing the 
fact that the lines of demand characteristic of an increasing population 
arc partiailarly calculable and thus afford particularly reliable invest 
ment opportunities But the desires that provide aUemative oppor 
tunities arc, m the given state of satisfaction of wants, not much less 
so Of course the prognosis for certain individual branches of produc 
lion especially for agriculture, is m fact not a bright one But this 
must not be confused with the prc^osis for total output * 

On the other hand we might argue that ihe declining rate of 
increase in population will tend to restrict output from the supply 
aftle Bapid increase was in the past frequtnily one of the cxwditioru 
of the observed development of output and we night conclude a 
contraTio t^at incrcajing scarcity of the labor factor night be expected 
to be a limiting factor However we do not hear much of this argu 
ment and for very good reasons The obiervation that at the begin 
ning of i^\a output al manufacmring industry in the United States 
was about no per cent of the average for 19*5 19*5 whereas factory 
employment was at about too per cent supplies an answer that is 
adequate for the calculable future The extent of current unemploy 
ment the fact that with a falling birth rate women are increasingly 
set free for productive work and that the falling death rate means 
prolongation of the useful penod of life the unexhausted stream of 
labor saving devices the possibility maeasmg relatively to what it 
would be in the case of rapid increase of jxipulaiion, of avoiding 
complementary factors of production of infenor quality (warding off 
in part the operation of the Jaw of diminishing returns)— all this gives 

ihra ciitwr Bui tt ihuuld be observed Ui« u long *s reoring ages remain the 
same ihe percenuge share o< those who have 10 be provided for without eon 
Irljut ng need not be adecled hy a decreas ng perceniage ot persons under fifteen 
'There seems to be an impress on prevalent with many economists to the 
eRett that an increase in population per u provides another soukc of demand for 
investment Why — must not all these new workmen fie equipped with tools and 

' romplemenf of raw maleratt Thia bawever o by no means obvious Unless 
tu* ’''^**'* i’ allowed to depress wa^ tbe iiaplicat on as to investment oppor 
nmtivat on and even in ihat ose reduction of investment per head 
'-pioi.a ^ 
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ample support to Mr. Colin Oark’s expectation that product per 

man hour IS going to rise dunng the next generation 5 

Of course, the labor factor may be made artificially scarce through 
high wage and short hour policies and through political interference 
with the discipline of the labor force Comparison of the economic 
performance m the United States and France from 1933 to 1940 with 
the economic performance of Japan and Germany during the same 
years suggests in fact that something of this kind has already occurred. 
But this belongs to the group of environmental factors 
As my argument will abundantly show before long 1 am very far 
indeed from making light of the phenomenon under discussion The 
falling birth rate seems to me to be one of the most significant features 
of our time We shall see that even from a purely economic standpoint 
It is of cardinal importance, both as a sympioin and as a cause of 
changing motivation This however is a more complicated matter. 
Here we are concerned only with the mechanical effects of a decreas 
mg rate of inaease in population and these certainly do not support 
any pessimistic forecast as to the development of output per head 
during the next forty years As far as that goes, those economists who 
predict a ‘ flop’’ on this ground simply do what unfortunately econo- 
xmsu have always been prone to do as once they womed the public, 
on quite inadequate grounds, with the economic dangers of excessive 
numbers of mouths to feed,^ so they worry it now, on no better 
grounds, with the economic dangen of defiaenaes 

s 'Next as to the opening up of new lands-— that unique opportu- 
nity for investment which cannot ever recur Even if, for the sake of 
argument, we grant that humaniiys geographical frontier 1$ dosed 
for good — which is not in itself very obvious m view of the fact that 
at present there are deserts where once there were fields and populous 
ciues — and even if we lutihcr gram that nothing will ever contribute 
to human welfare as much as did the foodstuffs and raw materials 
from those new lands — which 15 more plausible — it/ does not follow 
that total output per head must therefore dedme. or increase at a 
smaller rate, during the<nexi half century This would indeed have 
to be ^peeled if the lands that m the nineteenth century entered 
the capitalist sphere had been exploited in the sense that diminishing 

^ P’Otional Income and Outlay p *i • 

•Forecasts of future populations ficw those of the seventeenth century on, ivere 
practically always wrong For this however there n some excuse There may be 
'esen for Malihus’s doctnne But I cannot see any excuse for its survival In the 
second hall of the nineteenth century it should have been clear to anyone that 
the only valuable things about Malihuss law of population are its qualifications 
The first decade ol this century definitely showed that it was a bogey But no less 
W authority than Mr Keynes attempted to reviialise it in the postwar penodl 
And as late as 19*5 Mr H Alright in his hooh on ropulation spoVe of wasting 
the gains of osiluaiion on a mere increase in ntimbers IVill economics never come 
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return! rvould now be due lo assert themselves This however is not 
the case and as was just pointed out the decreasing rate ol increase 
in population removes from the range of practical considerations the 
idea that natures response lo human effort either already « or must 
soon become less generous than it has been Technological progress 
effectively turned the tables on any such tendency and it js one of 
the safest predictions that in the calculable future we shall live in an 
embarros de richesse o! both foodstuffs and raw materials giving all 
the rein to expansion of total output that we shall know whatio do 
with This applies to mineral resources as well 

There remains another possibility Though the current output per 
head o! foodstuffs and raw materials need not suffer and may even 
increase the vast opporiumiies for enterprise and hence for invest 
mcm that were afforded by the task of developing the new countries 
seem to have vanished with m completion and all sorts of difBimlties 
are being predicted from the resulting reduction of outlets for sav 
mgs We will assume again for the sake of argument that those coun 
tries actually are developed (or good and that savings fading to adapt 
themselves to a reduction of outlets might cause troubles and wastes 
unless other outlets open up instead. Both assumptions are indeed 
most unrealistic. But there tr no necessity for us to question them 
because the conclusion as to the future development of output is 
contingent upon a third one that is compleiely gratuitous viz the 
absence of other outlets 

This thud assumption is simply due (o lack of imagination and 
exemplifies a mistake that very frequently distorts historical interpre> 
tation The particular features of a historic process that impress the 
analyst tend in his mind to slip into the position of f mdamental 
causes whether they have a claim to that role or not. For instance 
what IS usually referred to as the Rise of Capitalism roughly coincides 
with the influx of silver from the PotosI mines and with a political 
iituaeion in which the expenditure of princes habitually outran their 
revenue so that they had to borrow incessantly Both facts are obi i- 
ously relevant in a variety of ways to the economic developments of 
those times— even peasants revolts and religious upheavals may with 
out absurdity be linked up with them The analyst thereupon is apt 
to jump to the conclusjon^haf the rise of the capitalist order of things 
IS causally connected with them to the sense that wiihout thejn (and 
a feiv other factors of the same type) the feudal world would have 
filled to transform itself into the capitalist oni But this is really 
another proposition and one for which there is, on the face of ii no 
warrant whatsoever All that can be averred is that this was the road 
6y which events travered' ft does not JbJlbw that there was no other 
In this case by the way it cannot even be held that those factors 
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faxored capitalist development !or though they certainly did do so in 
some respects they_ obviously retarded it in others « 

Similarly, as we have seen in the preceding chapter, the opporluni 
ties for enterprise afforded by the new areas to be exploited were cer 
tamly unique, but only m the sense in which all opportunities are It 
IS gratuitous to assume not only that the closing of frontier ’ 
■^wUl cause a vacuum but also that whatever steps into the vacant 
place must necessarily be less unporlanl m any of the senses we may 
choose to give to that word The conquest of the air may well be 
more important than the conquest of India vras— we must not confuse 
geographical Ironiiers with economic ones 

It 15 true that the relative positions of countries or regions may 
significantly change as one type of investment opportunity is replaced 
by another The smaller a country or region is and the more dosely 
Its fortunes are wedded to one particular element in the productive 
process, the less confidence we shall feel as 10 the future in store for it 
when that element is played out Thus agricultural countries or 
regions may lose permanently b) the competitive synthetic products 
(rayon, dyes, synthetic rubber for instance) and it may be no comfort 
to them that, if the process be taken as a whole, there may be net gam 
in total output It 1$ also true (hat the possible consequences of this 
may be much intensified by the division of the economic world into 
hostile national spheres And it u finally true that all we can assert 
IS that the vanishing of the investment opportunities incident to the 
development of new countries— -if they are already vanishing— -need 
not cause a void that would necessailiy affect the rate of increase in 
total output We cannot assert that they actually will be replaced by 
at least equivalent ones We may point to the fact that from that 
development further developmenis naturally anse m those same coun 
tries or in others we may put some trust in the ability of the capitalist 
engine to find 01 aeate ever new opportunities since it is geared to 
this very purpose, but such considerations do not carry us beyond our 
negative result And recalling our reasons for embarking upon the 
subject this 1$ quite enough 

3 An analogous argument applies to the widely accepted view that 
the great stride in technological advance has been made and that but 
minor achievements remain So far as this view does not merely 
render the impressions conceived from the state of things during and 
^after the world crisis — when an apparent absence of novel piCiposi 
tions of the first magnitude was part of the familiar pattern of any 
great depression — tt exemplifi^ util better than did the closing of 
humanity 5 frontier that error m interpretation economists are so 
prone to commit IVe are just 'mow m the downgrade of a wave of 
-enterprise that created the electrical power plant the electrical indus 
try, the electrified farm and home and the motorcar \\ c find all that 
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very marvelous and we cannot for our lives see where opportunities 
of comparable importance are to come from As a matter of fact how 
evfer the promise held out by the chemical industry alone is much 
greater than what it was possible to anticipate m say 1880 not to 
mention the fact that the mere utilization of the achieremcnt of the 
age of electricity and the production of modern homes for the masses 
would suffice to provide investment opportunities for quite a time 
to come ' 

Technological possibilities ate an uncharted sea We may survey a 
geographical region and appraise though only with reference to a 
given technique of agricultural production the relative fertility of 
individual plots Given that technique and disregarding its possible 
future developments we may then imagine (though this would be 
wrong historically) that the best plots are first taken into cultivation 
after them the next best ones and so on A' any given time during 
this process It IS only relatively inferior plots that remain to be ex 
ploited m the future But we cannot reason in this fashion about the 
future possibilities of technological advance From the fact that some 
oi them have been exploited before others it cannot be inferred that 
the former were more productive than the latter And (hose that are 
still m the lap of the ^ds may be more or less productive than any 
that have thus far come wiihm our range of observation Again this 
yields only a negative result which even the fact that technological 
progress tends through sysiemization and rationaluauon of research 
and of management to ^come more effective and surefooted ss 
powerless to turn into a positive one But for us the negative result 
suffices there is no reason to expect slackening of the rate of output 
through exhaustion of technological possibilities 
4 Two variants of this branch of the theory of vanishing investment 
opportunity remain to be noticed Some economists have held that the 
labor force of every country had to be fitted out at some time or other 
with the necessary equipment This so they argue has been accom 
plished roughly in the course of the nineteenth century While it was 
being accomplished it incessantly created new demand for capital 
goods whereas barring additions only replacement demand remains 
forever after The period of capitalist armament thus would turn out 
to be a unique intermezzo after all characterized by (he capitalist 
economy s straining every nerve m order to create for itself the neces- 
sary complement of tools and macbmes and thus becoming equipped 
for the purpose of producing for farther production at a rate whiclj' 
It IS now impossible to keep up Thu is a truly astounding picture of 
the econom c process Was there no equipment in the eigliteenih 
century or in fact at the time our ancestors dwelled in caves? And 
if there was why should the additions that occurred m the nineteenth 
century have been more saturating than any that went before? More 
over additions lo the armor of capnahsm are as a rule compeimve 
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with the preexisting pieces of it They ^troy the economic usefulness 
o£ the latter Hence the task of ptoviding equipment can never be 
solved once for all The cases in whidi replacement reserves are ade- 
quate to solve It — as they normally would be in the absence of tech 
nological change — are exceptions This is particularly clear where the 
new methods of production are embodied m new industries obviously 
Jhe automobile plants were not financed from the depreciauon ac 
counts of railroads 

The reader will no doubt observe that even if we were able to accept 
the premises of this argument no pessimistic forecast about the rate 
of expansion of total output would necessarily follow On the con 
trary he might draw the opposite inference viz that the possession 
of an extensive stock of capital goods that acquires economic immor- 
tality through continuous renewal should if anything facilitate fur 
ther increase in total output If so he is quite right The argument 
rests entirely on the disturbance to be expected if an economy geared 
to capital production faces a reduced rate of increase in the corre 
sponding demand But this disturbance which n not of sudden occur 
renoe can easily be exaggerated The steel industry for instance has 
not experienced great difficulties m transforming itself from an indus 
try that produced capital goods almost exclusively into one that pro- 
duces pnmanly durable consumers goods or serai finished products 
^for the production of durable consumen goods And though com 
" pensaiion may not be possible within ea^ existing capital goods 
industry the principle involved is the same m all cases 

The other variant is this The great bursts of economic activity 
that used to spread the symptoms of prosperity all over the economic 
organism have of course always been associated with expansions of 
produeCTs expenditure that were in turn associated with the construe 
tion of additional plant and equipment Now some economtsts have 
discovered or think they have discovered that at the present time 
new technological processes lend to require less fixed capital in this 
sense than they used to m the past particularly m the epoch of rail 
road building The inference is that spending for capital construction 
will henceforth decrease m relative importance Since this will ad 
versely affect those intermittent bursts of economic activity that evi 
demly have much to do with the observed rate of increase in total 
output It further follows that this rate u bound to decline especially 
U saving goes on at the old rate 

Tlua. vjj/bw/cj •A'*nR7«igialtVMt\*rrtrirs‘iai\jecome increasmg'iy 

capital saving has not so far been adequately established Statistical 
evidence up to 1929— later data do not qualify for the purpose- 
point the other way All that thfe sponsors of the theory m question 
have offered is a pumber of isolated instances to which it is possible to 
oppose others But let us grant that such a tendency exists IN e base 
then the same formal problem before us which exercised so many 
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economists of the past in the case of labor saving devices These may 
affect the interests of Tabor favorably or adversely but nobody doubts 
that on the whole they are favorable to an expansion of output And 
this IS — barring possible disturbances in the saving investment process 
which It IS the fashion to exaggerate — no different m the case of devices 
that economize outlay on capital goods per unit of the final produef. 
In fact It IS not far from the truth to say that almost any new process 
that IS economically worLable economizes both labor and capitaf 
Railroads were presumably capital saving as compared with the outlay 
that transportation by matkoach or cart of the same numbers of 
passengers and of the same quantities of goods that actually are being 
transported by railroads now would have involved. Similarly silk 
production by mulberry trees and silkworms may be more capital 
consuming — I doni know — than the production of an equivalent 
amount of rayon fabric would be That may be very sad for the 
owners of capital already sunk m the former But it need not even 
mean decrease of mvestrneni opportunity It certainly does not neces- 
sarily mean decrease in the expansion of output Those who hope to 
see capitalism break down solely by virtue of the fact that the unit of 
capital goes further m productive effect than n used fo may have to 
wait long indeed « 

5 Finally since the subject is usually dealt with by economists who 
aim at impressing upon the public the necessity of governmental 
deficit spending another point never tads to turn up vu„ that such 
opportunities for investment as remain are more suited for public 
than they are for private enterprise Thu « true to some extent First, 
with increasing wealth certain lines of expenditure arc likely to gam 
ground which do not naturally enter into any cost profit calculation 
such as expenditure on the beautification of cutes on public health 
and so on Second an ever widening sector of industrial activity tends 
to enter the sphere of public management such as means of com 
inumcation docks power production insurance and so on simply 
because these industries become increasingly amenable to the methods 
of public administration Naiional and municipal investment could 
thus be expected to expand absolutely and relatively even in a thor 
oughly capitalist society just as other forms of public planning would 
But that IS all In order to recognize « we need not make any hy 
pothesis about the course of things m the private seaor of industrial 
'"acmity Moreover for the purpose in hand it is immaterial wheihei 
in the future investment and the inadcnt expansion of output will 
to a greater or a lesser extent be financed and managed by public 
rather than by private agencies unless it be held m addition that 
public financing will impose itself because jsrivate business would 
not be able to face the deficits to be cxficctcd in the future from any 
investment This however has bcffl dealt with before 



CHAPTER. XI 


THE CIVILIZATION OF CAPITALISM 


L eavjnc the precincts o£ purely economic considerations, we now turn 
j to the cultural complement of the capitalist economy — to its 
;ocio psychological superstructure if we wish to speak the Marxian 
language — and to the mentality that is characteristic bf capitalist 
society and in particular of the bourgeois class in desperate brevity, 
the salient facts may be conveyed as follows 
Fifty thousand years ago man confronted the dangers and oppor 
tunnies of his environment in a s%ay which some prehistorians 
sociologists and ethnologists agree was roughly equivalent to the atti 
tude of modem primitives ‘ Two elements of this attitude are particu 
larly imponanr for us the collective and affective nature of the 
primitive menlaf process an<# part/y over/apping the ro/e of what, not 
quite correctly I shall here call magic By the first I designate the 
fact that in small and undifferentiated or not much differentiated 
social groups collective ideas impose themselves much more stringently 
on the individual mind than they do in big and complex groups and 
that conclusions and decisions are arrived at by methods which for our 
purpose may be characterized by a negative criterion the disregard of 
what we call logic and m particular of the rule that excludes contra 
diction By the second I designate the use of a set of beliefs which are 
not indeed completely divorced from experience — no magic device 
can survive an unbroken sequence of failures — ^but which insen into 
the sequence of observed phenomena entities or influences derived 
from non empirical sources® The similarity of this type of mental 

V Research of this type goes far back But I believe that a new stage of it ought 
to be dated from the works of Luaen Livy Biuhl See ,n part cular his FoncUons 
mentalts dans Us socieUs mfenrures {1909) and L« suTnaturel el la nature dans la 
mentaUti pnmiUve (1931) There is a long way between the posit on held m the 
first and the position held in ibe second work the tn lestones of which are dis 
cemible in MmtaUU primitive (•9Si) and Lame prtmitwe (19*7) For us L<vy 

Bruhl is a particularly useful authority because he fully shares our thesis in fact 

^h s work Stans from it— that the executive functions t,f thinking and the mental 
, structure of man are determined partly at least by the structure of the society 
within which they develop It 15 mnnatenal that with L4vy Binhl th s principle 
hails not from Marx but from Comte 

* A friendly cntic of the above passage expostulated wnh me on the ground that 
I could not possibly mean what it says because in that case I should,have to call 
the ph)5 cists force- a magic device That is preasely what I do mean unless it is 
agreed that the term Force is merely a name for a constant times the second lime 
oenvative of displacement See the n«t but one sentence in the text 
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process with the mental processes neuroiia has been pointed out 
by G Dromard (1911 his term cWlire d inierfretotion, 1$ particularly 
suggestive) and S Freud (Totem und Tabu 1913) But it does not 
follow that It is foreign to the mind of normal man of our own time 
On the contrary any discussion of political issues may convince the 
reader lhat a large and — for aciion — most important body of our own 
processes is of exactly the samo nature ^ 

Rational thought or behavior and a rationalistic civiheation there- 
fore do not imply absence of the cnieria mentioned but only a slow 
though incessant widening of the sector of social life within which 
individuals or groups go about dealing with a given situation first, 
by trying to make the best of u more or less — never wholly — accord 
ing to their own lights second by doing so according to those rules of 
consistency which we call logic and third, by doing so on assump- 
tions which satisfy two conditions that their number be a mmimum 
and that every one of them be amenable to expression m terms of 
poieniial experience * 

All this IS very inadequate of course but it suffices for our purpose 
There 1$ however one more point about the concept of rationalist 
cJViluaiions that I will mention here for future reference \Vhen the 
habit of rational analysis of and rational behavior in the daily tasks 
of life has gone far enough it turns back upon the mass of collective 
ideas and criticises and to some extent * rationahres them by way of 
such questions as why there should be kings and popes or subordina 
cion or tithes or property Incidentally, it is imponant to notice that 
while most of us would accept such an attitude as the symptom of a 
higher stage of mental development this value judgment u not 
necessarily and m every sense borne out by the results The rationalist 
attitude may go to work with information and technique so made 
quat^ that aciion5>-and especially a general surgical propensity — 
induced by ic may to an observer of a later period appear to be even 
from a purely intellectual standpoint interior to the actions and anti 
surgical propensities associated with attitudes lhat at the time most 
people fell inclined to attribute to a low IQ A large part of the 
political thought of the scvcmeenih and eighteenth centuries illus 
traies this ever forgotten truth Not only in depth of social vision but 
also in logical analysis later conservative couniercniicism was clearly 
superior although it would have been a mere matter of laughter for 
the writers of the enlightenment 

Now the rational attitude presumably forced itself on the human' 
mind primarily from economic necessity it is the eVeryday economic 
task lo which we as a race o»e our elementary training in rational 
thought and behaiior — I have no hesitation in saying that all logic is 

*This Kantian phraie has been chosen in onler to guard against an obvious ot>- 
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denved from the pattern o£ the economic decision or, to use a pet 
phrase of mine, that the economic pattern is the matrix of logic. This 
seems plausible for the following reason Suppose that some pnmi 
tive man uses that most elementary of all machines already appre 
aated by our gorilla cousins a sudt, and that this stick breaks in his 
hand If he tries to remedy the damage by reating a magic formula— 
he might for instance murmur Supply and Demand or Planning and 
Control m the expectation that if he repeats this exactly nine times 
the two fragments will unite again — then he is within the preancts 
of pre-rational thought If he gropes for the best way to join the 
fragments or to procure another suck, he is being rational m our sense 
Both attitudes are possible of course But it stands to reason that in 
this and most other economic aaions the failure of a magic formula 
to work will be much more obvious than could be any failure of a 
formula that was to make our man victorious fn combat or lucky in 
love or to lift a load of guilt from his consaence This is due to the 
inexorable definiteness and in most cases the quantitative character 
that disunguish the economic from other spheres of human action, 
perhaps also to the unemotional drabness of the unending rhythm of 
economic wants and satisfactions Once hammered in the rational 
habit spreads under the pedagogic influence of favorable experiences 
to the other spheres and there also opens eyes for that amazing thing, 
.the Fact. 

Thu process u independent of any particular garb^ hence also of 
the capualutic garb of economic activity So u the profit motive and 
selfmterest Preopitalut man is in fact no less grabbing than 
capitalut man Peasant serfs for iiutance or wamor lords assert their 
self interest with a brutal energy all them os^ti But capitalism develops 
rationality and adds a new edge to it in two interconnected ways 

First it exalts the monetary unit — not itself a creation of capitalism 
—into a unit of account That is to say, capitalist practice turns the 
umt of money into a tool of rational cost profit calculations of which 
the towering monumeijt u double-entry bookkeeping * Without going 
into this, we will notice that primarily a product of the esolution 
of economic rationality the cost profit calculus m turn reans upon 
that raiionabty by crystallizing and defining numerically it power 
fully propels the logic of enterpnse And thus defined and quantified 

-V, *Thu etemeot has been itrested and more tao ovei^tressed by Sombart Double 
’entry booVkeeping is the last step on a long and toiiuous road Its immediate 
predecewr was the prartwe cf iisakmg up bma tims to tioK act tnimmcj and 
figunng out profit or loss see A Sapon in Biblioteca Stonca Toscatui VII igjt 
Luca Paaohs treatise on bookkeeping 1494 supplies by its date an important 
milestone. For the history and toa^ogf ei the state re u a vttal (act to notice that 
rational bookkeeping d d not Intrude into the management of public funds until 
Ac eighteen* century and that even *en it did so imperfectly and m *e pnmiUve 
form of "cameralist” bookkeeping 
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for the economic sector this type of logic or attitude or method then 
starts upon us conqueror s career subjugating — raiionaliung — man $ 
tools and philosophies his medical practice his picture of the cosmos 
his outlook on hie eserything m fact including his concepts of beauty 
and justice and his spiritual ambitions 

In this respect it is highly significant that modern mathcraatico- 
experunentai science des eloped m the fifteenth sixteenth and seven 
leenih centuries not only along wiih the social process usually referred 
to as the Rise of Capitalism but also outstdc of the fortress of scho- 
lastic thought and in the face of its comemptuoui hostility In the 
fifteenth century mathematics was mainly concerned with questions 
of commercial arithmetic and the problem! of the architect The 
utilitarian mechanical device invented by men o[ the craftsman type 
stood at the source of modern physics The rugged individualism of 
Galileo was the individualism of the rising capitalist class. The surgeon 
began to rise above the midwife and the barber The artist who at 
the sarnc lime was an engineer and an entrepreneur-d-the type immor 
tallied by such men as Vino Alberti Cellini even Durer busied 
himself With plans for fortificaiions-^iilustrates best of all what 1 
mean By cursing ti all scholastic professors m the Italian universities 
showed more sense than t e give them credit for The trouble was rot 
with individual unorthodox propositions Any decent schoolman 
could be trusted to twist hit texts so as to fit the Copernican system 
But those professors quite rightly sensed the spirit behind such ex 
pious — the spirit of rationalist individualism the spirit generated by 
rising capitaiistn 

Second rising capitalism produced not only the mental attitude of 
modern science the altitude shat consists in asking certain questions 
and m going about answering them in a certain way but also the 
men and the means By breaking up the feudal environment and dis 
turbing the mteliectual peace of manor and village (though there 
always was of course plenty lo ducuss and to fall out about in a con 
vent) but especially by creating the social space for a new class that 
stood upon individual achievement in ihe economic field it m turn 
attracted to that field the strong wills and the strong intellects Pre- 
capitalist economic life left no Kope for achievement that would carry 
over class boundaries or to put it differently be adequate to create 
social positions comparable lo those of the members of the then ruling 
classes Not that it precluded ascent in general * But business activity 
was broadly speaking essentially subordinate even at the peak of 
success within the craft guild and it hardly ever led out of it The 

•We are loo prone to loot, opon the med e\al tonal strutture as stai c or rigid 
A» a ma er of fact ibe e was an nets ant—lo use Pareloi lerm — ctrcutal on d<t 
orisioeneiet The elemm s that composed Uie uppennosi stratum around goo had 
pract caiiy d sappeaied by 1500 
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mam avenues 10 advancement and large gam s^ere the church— nearly 
as accessible throughout the Middle Ages as it is now— to which tve 
may add the chanceries o£ the great territorial magnates, and the 
hierarchy of warrior lords— quite accessible to every man who was 
physically ^nd psychically fit until about the middle of the twelfth 
rentury, and not quite inaccessible thereafter It was only when capi 
nahst enterprise — first commercial and financial, then mining, finally 
industrial— unfolded its possibibties that supernormal ability and 
ambition began to turn to business as a third avenue Success was 
quick and conspicuous, but it has been much exaggerated as regards 
the social weight it carried at first If we look closely at the career of 
Jacob Fugger, for instance or of Agostino Chigi we easily satisfy 
ourselves that they had very little to do with steering the policies of 
Charles V or of Pope Leo X and that they paid heavily for such 
privileges as they enjoyed* Yet entrepreneurial success was fascinating 
enough for everjone excepting the highest strata of feudal society to 
draw most of iht. best brains and thus to generate further success — 
to generate additional steam for the rationalist engine So, in this 
sense, capitalism— and not merely €coTiomic activity in general — has 
after all been the propelling force of the rationalization of human 
behavior. 

And now we are at long last face to face with the immediate goaP to 
which that complex >et inadequate argument was to lead Not only 
the modern mechanized plant and the volume of the output that 
poun forth from it, not only modern technology and economic or 
ganizaiion, but all the features and achievements of modem civiliza* 
tion are, directly or indirectly, the products of the capitalist process 
They must be included m any balance sheet of it and m any verdict 
about Its deeds or misdeeds 

There is the growth of rational science and the long list of its appU 
cations Airplanes, refrigerators, television and that sort of thing are 
immediately recognizable as results of the profit economy But al 
though tbk modern hospital 1$ not as a rule operated for profit, it ts 
nonetheless the product of capitalism not only, to repeat because the 
capitalist process supplies the means and the wiH, but much more 
fundamentally because capitalist rationality supplied the habits of 

«Thc Media are not really an exception For though their wealth helped them 
K^lo acquire control of the Florentine commonwealth it Wjs this control and not 
' the wealth per se which accounts for the role pla)ed by the family In any case 
they are the only merchants that eser rose to a footing of equality with the upper 
most uraium of the feudal world Real exceptions we fitid only where capitalist 
esolution created an envnonment or completely broke up the feudal stratum— 
>n Venire and in the Netheriandi lor uutance 

^The immediate goal because the analysn contained m the last pa^es will 
stand us in good stead also for other purposes It is m fact fundamental for any 
senous discussion of the great theme of Capitalism and Socialism ‘ 
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mind that CT'olved the methods used in these hospitals And the vie 
tones not yet completely won but m the ofBng over cancer syphilis 
and tuberculosis will be as much capiialut achievements as motorcars 
or pipe lines or Bessemer steel have been In the case of mediane 
there is a capitalist profession behind the methods capitalist both 
because to a large extent it worlis in a business spirit and because it 
u an emulsion of the industnal and commercial bourgeoisie But 
even if that were not so modem medicine and hygiene would still be 
by products of ihe capitalist process jUst as is znodem education 
There IS the capitalist art and (he capitalist style of life If we limit 
ourselves to painting as an example both for brevity s sahe and 
because in that field my ignorance is slightly less complete than n u 
m others and if (wrongly as I think) wc agree to start an epoch with 
Giottos Arena frescoes and then follow the line (nothing short of 
damnable though such linear arguments are) Ciotfo— Masaccio— 
Vinci — Michelangelo — Greco no amount of emphasis on mystical 
ardors in the case of Greco can oblucraie my point for anyone who 
has eyes that see And Vinci s expenmenil are offered to doubten who 
wish as It were to touch the capitalist rationality with their finger 
tipi This line if projected (yes I know) could be made to land us 
(though perhaps gasping) in the contrast between D&croix and 
Ingres Well and there we are Cicanne Van Gogh Picasso or Afactsse 
Will do the rest Expressionut liquidation of the object forms an 
admirably logial conclusion The story of tbe capitalist novel (cul 
minating m the Conoourt novel "dooiincnis written up 7 would 
illustrate still belter But that is obvious The evoluuon of ^e capi 
tails! style of life could be easily — and perhaps most tellingly — 
described in terms of the genesis of the modem lounge suit 
There is finally all that may be grouped around the symbolic cen 
terpiece of Gladstonian liberalism The term Individualist Democ 
racy would do just as well — better in fact because we want to cover 
some things that Gladstone would not have approved and a moral and 
spiritual altitude which dwelling in the citadel of faith he actually 
hated. At that I could leave this point if radical liturgy did not con 
sist largely m picturesque deniab of what I mean to convey Radicals 
may insist that the masses are crying for salvation from intolerable 
sufferings and rattling their chains in darkness and despair but of 
course there neser was so much personal freedom of mind and body 
for all never so much readiness to bear with and even to finance thOi 
mortal enemies oLthe leading class never so much active sympathy 
with real and faked suffenngs never so much readiness to accept 
burdens as there is m modem cap talist society and whatever democ 
.’a.'y' Ahw wa# ^v'Avslr «5v^pesasaw eBHswWiWkViv^ \dr»«\speif AivitJnvavyj' 
in the wake of both modem and anaent capitalism Again plenty of 
facts can be adduced from tbe past to make up 3 counterargunient 
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that will be effective but is irrelevant in a discussion of present condi 
uons and future alternatives* If we do decide lo embark upon his 
torical disquisition at all, then even many of those facts which to 
radical critics may seem to be the most eligible ones for their purpose 
will often look differently if viewed m the light of a comparison with 
the corresponding facts of precapitalist experience And it cannot be 
replied that "those were different umes ’ For it is preasely the capi 
talist process that made the difference 
Two points in particular must be mentioned 1 have pointed out 
before that soaal legislation or, more generally, mstitutional change 
for the benefit of the masses is not simply something which has been 
forced upon capitalist soaety by an ineluct,able necessity to alleviate 
the ever deepening misery of the poor but that, besides raising the 
standard of living of the masses by virtue of its automauc effects, the 
capitalist process also provided for ihat legislation the means ‘ and 
the will '■ The words in quotes require further explanation that is to 
be found m the principle of spreading rationality The capitalist 
process rationalizes behavior and ideas and by so doing chases from 
our minds, along with metaphysical belief, mystic and romantic ideas 
of all sorts Thus it reshapes not only our methods of attaining our 
ends but also these ultimate ends themselves Free thinking ' in the 
sense of materialutic monism. laiasm and pragmatic acceptance of 
the world this side of the grave follow from this not indeed by logical 
necessity but nevertheless very naturally On the one hand, our in 
hented sense of duty, deprived of its tra^tional basis, becomes focused 
in utilitarian ideas about the betterment of mankind which, quite 
lUogically to be sure, seem to wuhsund rationalist criticism better 
than, say, the fear of God does On the other hand, the same rationali 
zation of the soul rubs off all the glamour of super-empirical sanction 
from every speaes of classwise rights This then, together with the 
typically capitalist enthusiasm for Effiaency and Service — so com 
pletely different from the body of ideas which would have been asso- 
aated with those terras by the typical knight of old — breeds that 
•Vdl ’ wilhm the bourgeoisie itscU Feminism, an essentially capitalist 
phenomenon illustrates the point still more clearly The reader will 
realize that these tendencies must be understood ’objectively” and 
that therefore no amount of ami feminist or anti reformist talk or 
even of temporary opposition to any particular measure proves any 
ything against this analysis These things are the very symptoms of the 
tendenaes they pretend to fight Of this, more in the subsequent 
chapters 

Also, capitalist civilization is tationalmic "and anti heroic” The 

•Even Marx In v»hose time indictments erf dm kind were not anything like as 
absurd as they are today cMdently thou^t it desirable lo strengthen his case by 
dwelling on condiuons that even then were cither past or visibly passing 
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two go together of course Success in industry and commerce requires 
a lot of stamina yet industrial and commercial activity is essentially 
unheroic in the knights sense — no flourishing of swords about it not 
much physical prowess no chance to gallop the armored horse into 
the enemy preferably a heretic or heathen — and the ideology that 
glorifies the idea of fighting for fightings sake and of victory for vie 
tory s sake understandably withers in the office among all the columns' 
of figures Therefore owning assets that are apt to attract the robber 
or the tax gatherer and not sharing or even disliking warrior ideplogy 
that confiicts with us rational utilitarianism the industrial and 
commercial bourgeoisie u fundamentally pacifist and inclined to 
insist on the application of the moral precepts of private life to inter 
national relations It is true that unlike most but like some other 
features of capitalist civilization pacifism and international morality 
have also been espoused in non-capiialist environments and by pre 
capitalist agencies ip the Middle Ages by the Roman Church for 
instance Modem pacifism and modern international morality are 
nonetheless products of capitalism 
In view of the fact that Marxian docirme-^peaally Neo■^farxlan 
doctrine and even a considerable body of non socialist opinion— is, 
as we have seen in the-first part of this book strongly opposed to this 
proposition* it is necessary to point out that the latter is not meant to 
deny that many a bourgeoisie has put up a splendid fight for hearth 
and home or that almost purely bourgeois commonwealths were often 
aggressive when it seemed to pay— like the Athenian or the Venetian 
commonwealths— or that no bourgeoisie ever disliked war profits and 
advantages to trade accruing from conquest or refused to be trained 
in warlike nationalism by us feudal masters or leaders or by the 
propaganda of some speaally interested group All I hold is first that 
such insunces of capitalist combaiivencss are not as Marxism has it 
to be explained — exclusively or pnmarily— in terms of class interests 
or class situations that systematically engender capitalist wars of con 
quest second that there is a difference between doing that v.hich you 
consider your normal business in life for which you prepare yourself 
in season and out of season and m terms of which you define your 
success or failure and doing what is not in your line for which your 
normal work and your mentality do not fit you and success m which 
will increase the prestige of the most unbourgeois of professions and 
third that this difference steadily tells — in international as well as itN 
domestic affairs — against the use of military force and for peaceful' 
arrangements even where the balance of pecuniary advantage is clearly 
on the side of war which under modern circumstances is not, m 
general very likely As a matter of fact the more completely capitalist 
the structure and attitude of a nation the more pacifist— and the 
* See our djscuss on of (be if aixizn ibeoiT of impertatum Parc I ch Iv 
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more prone to count the costs o£ war— wc observe it to be Owing to 
the complex nature o£ every individual pattern, this could be fully 
brought out only by detailed historical analysis But the bourgeois 
attitude to the military (standing armies) the spirit in which and the 
methods by which bourgeois societies wage war, and the readiness 
with which, in any serious case of prolonged warfare they submit to 
non bourgeois rule are conclusive in themselves The Marxist theory 
that imperialism is the last stage of capitalist evolution therefore fails 
quite irrespective of purely economic objecuons 
But I am not going to sum up as the reader presumably expects me 
to That js to say, I am not going 10 invite him before he decides to 
put his trust in an untried alternative advocated by untried men to 
look once more at the impressive economic and the still more impies 
sive cultural achievement of the capitalist order and at the immense 
promise held out by both 1 am not going to argue that that achieve 
ment and that promise are m themselves sufficient to support an argu 
raent for allowing the capitalist process to work on and as it might 
easily be put to lift poverty from the shoulders of mankind 
There would be no sense in this Even if mankind were as free to 
choose as a businessman is free to choose between two competing 
pieces o£ machinery, no determined value judgment necessarily follows 
from the facts and relations between facu that 1 have uied to convey 
As xegards the economic peiformance, it does not follow that men are 
‘ happier or even better o 5 m the industrial society of today than 
they were in a medieval manor or village As regards the cultural per 
formance, one may accept every word I have u'rnten and yet hate it— 
its utilitarianism and the wholesale destruction of Meanings incident 
to It — from the bottom of ones heart Moreover, as I shall have to 
emphasize again in our discussion of the socialist alternative one may 
care less for the efficiency of the capitalist process m producing eco- 
nomic and cultural values than for the kind of human beings that 11 
turns out and then leaves to their own devices, free to make a mess 
of their lives There is a type of radical whose adverse verdict about 
capitalist civilization rests on nothing except stupidity, ignorance or 
irresponsibihiy, who is unable or unwilling to grasp the most obvious 
facts, let alone their wider implicauons But a completely advene 
verdict may also be arrived at on a higher plane 
^However, whether favorable or unfavorable, value judgments about 
^'capitahst performance are of little interest For mankind u not free~ 
to choose This is not only because the mass of people are not in a 
position to compare alternatives rationally and always accept what 
they are being told There is a much deeper reason for it Things 
economic and social move by their own momentum and the ensuing 
situations compel individuals and groups to behave in certain wajs 
whatever they may wish to do — not indeed by destroying their free 
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(lorn of choice but by shaping (he choosing mentalities and by nar 
rowing the list of possibilities from which to clioose If this is the 
quintessence of Nfarxism then wc all of us have got to be Nfarxists In 
consequence, capitalist performance is not even relevant for prognosis 
Most civilizations have disappeared before (hey had time to /ill to 
the full the measure of their promise Hence I am not going to argue 
on the strength of that performance, that the capitalist intermezzo is 
likely to be prolonged In fact, I am now going to draw the exactly 
opposite inference 



CHAPTER XII 


CRUMBLING WALLS 


I The Obsolescence of the Entrepreneurial FUNcnos 

r ouR discussion of the theory of vanishing imcstment opportunity, . 

a resers'aiion was made in favor of the possibility that the economic 
wants of humaijiiy might some day be so completely satisfied that little 
moiive would be left to push productive effort still further ahead. 
Such a state of satiety is no doubt very far off even if we keep within 
the present scheme of wants, and if we take account of the fact that, 
as higher standards of life are attained, these wants automatically 
expand and new wants emerge or are created,* satiety becomes a flying 
goal, particularly if we include leisure'among consumers goods How 
ever, let us glance at that possibility, assuming, still more unrealisii 
cally, that methods of production have reached a state of perfection 
which does not admit of further improvement 
A more or less stauonary state would ensue Capitalum, being es- 
veniially an evolunonaiy process, would become atrophic There would 
be nothing left for entrepreneurs to do They vvould find themselves 
ID much ^e same situation as generals would in a soaety perfectly 
sure of permanent peace Profits and along with profits the rate of 
interest would converge toward zero The bourgeois strata that live on 
(Hofiis and interest would tend to disappear The management of 
industry and trade would become a matter of current administration, 
and the personnel would unavoidably acquire the characterisiics of a 
bureaucracy Socialism of a very sober type would almost automati 
callv come into being Human energy would turn away from business 
Other than economic pursuits would attract the brains and provide 
the adventure 

For the calculable future this vision is of no importance But all 
the greater importance attaches to the faa that many of the effects on 
the structure of society and on the organization of the produaive proc 
ess that we might expect from an approximately complete sausfac 
^lon of wants or from absolute technological perfection can also be 
-expected from a development that i$ dearly observable already Prog 
ress ujelt may be mechanized as well as the management of a stationary 
economy, and this mechanization of progress may affect entrepre 
neurship and capitalut society nearly as much as the cessation of eco- 
nomic progress would. In order to see this it is only necessary to restate, 
‘VVUhelm VVuDdt called this the Betaosooy ot Anas {Helerogonie dtr Zveeite) 
13* 
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fmt \\hat the entrepreneurial function consists m and secondly what 
It means for bourgeois society and the survival of the capitalist order 

We ha\c seen that the funaion of entrepreneurs is to reform or 
rc%oluiionize the pattern of production by exploiting an invention or 
more generally an untried technological possibility for producing a 
new commodity or producing an old one in a new way by opening up 
a new source of supply of materials or a new outlet for products 
reorganizing an industry and $0 on Railroad construction m its 
earlier stages electrical power produciion before the First World War 
steam and steel the motorcar colonial ventures aiTord spectacular in 
stances of a large genus which comprise* innumerable humbler ones 
— do>n to such things a* making a success of a particular kind of 
sausage or toothbrush This kind of activity is pnmanly responsible 
for the recurrent prosperuies that rcvoloiioniic the economic organ 
ism and the recurrent recessions that ate due to the disequilibrating 
impact of the new products or methods To undertake such new things 
jt difficult and constitutes a disiinei ecoryomic function first because 
they he outside of the routine tasks whith exerybody understands and 
secondly because the environment resists m many ways that vary ac 
cording to social conditions from simple refusal either to finance or 
to buy a new thing to ph)-sical attack on the man who tries to produce 
It To act With confidence bC)ond the range of familiar beacons and 
to overcome that resistance requires aptitudes that are present m only^ 
a small fraction of the population and that define the entrepreneurial 
type as welt as (he entrepreneurial function Thu function does not 
essentially consut m either inventing anything or otherwise creating 
(he conditions which the enterprise exploits It consists tn getting 
things done 

This social function is already losing importance and is bound to 
lose It at an accelerating rate in the future even if the economic proc 
ess Itself of which entrepreneurship was the prime mover went on 
unabated For on the one hand it 1$ much easier now than it has teen 
in the past to do things that he outside familiar routine — innovation 
itself IS being reduced to routine Technological progress is increas 
ingly becoming the business of teams of trained specialists who turn 
out what IS required and make u work in predictable ways The ro- 
mance of earlier commercial adventure is rapidly wearing away be 
cause so many more things can be strictly calculated that had of old 
to be visualized m a flash dl genius 

On the other hand personality and will power must count for lesi 
in environments which have become accustomed to economic change — 
best instanced by an incessant stream of new consumers and produc 
CIS' gwui=— iniu* ivihwh umtwu* «v' av a- .mntw 

course The resistance whidi comes from interests threatened by an 
innovation in the productive process is not likely to die out as long as 
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the capualisi order persists It is. for instance, the great obstacle on 
the road toward mass production- of cheap housing which presupposes 
radical mechaniraiion and wholesale elimmauon of ineffiaent methods 
of svork on the plot But every other kind of resistance— the resist 
ance. m particular, of consumers and producers to a new kmd of thing 
because it is neiv — has well nigh vanished already 

Thus economic progress tends to become depenonalized and autom 
atited Bureau and committee work tends to replace individual 
action Once more, reference to the military analogy will help to bring 
out the essential point 

Of old roughly up to and including the Napoleonic Wars general 
ship meant leadership and success meant the personal success of the 
man an command who earned corresponding 'profits’ in terms of 
soaal prestige The technique of warfare and the structure of armies 
being uhat they were the individual decision and driving power of 
the leading man — even his actual presence on a show7 horse — ^were 
essential elements in the strategical and tactical situations Napoleon’s 
presence was, and had to be. actuall) felt on his battlefields This is 
no longer so Rauonalued and specialized office work will eventually 
blot out personalitj, the calculable result, the "vision" The leading 
man no longer has the opportunity to fiing himself into the fray He 
IS becoming just another office worker— and one v\ho is not aJwaj-s 
•difficult to replace 

Or take another military analogy XVarfare in the Middle Ages vm 
a very persona! affair The armor^ knights practiced an an that XC’ 
quired lifelong training and every one of them counted individually 
by virtue of personal skill and pcovvess It is easy to understand v.hy 
this craft should have become the basis of a social class in the fullest 
and richest sense of that term But soaal and technological change 
undennined and eventually destroyed both the (unction and the posi 
tion of that class ^V’arfare itself did not cease on that account It 
simply betame more and more mechanized — eventually so much so 
that success \n what now vs a mere profession no longer carries that 
connotation of individual achievement which would raise not only 
the man but also his group into a durable posi'ion of soaal leadership 

Now a similar social process — ^in the last analj-sis the same social 
pre^ess— undermines the role and, along with the role, the soaal 
position of the capitalist entrepreneur His role, though less glamor 
Ous than that of medieval warlords, great or small, also is or was just 
jnothcr form of individual leadership acting, b\ virtue of persnnaJ. 
force and personal responsibility for success His position like that of 
warrior classes, is threatened as soon as this funaion in the soaal 
process loses its imponance, and no less if this u due to the cessation 
of the social needs it served than if those needs are being served by 
other, more impersonal, methods 
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But this affects the poution oS the entire bourgeois stratum AI 
though entrepreneurs are not necessarily or even lyjiically elements 
of that stratum from the outset they nevertheless enter it in case of 
success Thus though entrqircncun do not per sc form a social class 
the bourgeois dass absorbs them and their families and connections 
thereby recruiting and reviialuing jiself currently while at the same 
time the families that sever their active relation to business drop 
out of It after a generation or two Between there is the bulk of what 
wc refer to as industrialists merchants financiers and bankers they 
arc in the intermediate stage between entrepreneurial venture and 
mere current administration of an inherited domain The returns on 
which the class ]i\n are produced by and the social positton of the 
class rests on the success of this more or less active s'ctor — which of 
course may as it does m this country form over go per cent of the 
bourgeois straium^and of the individuals who are in the act of rising 
into that class Economically and sociologically directly and indirectly 
the bovirgcoisie therefore depends on the entrepreneur and as a class 
lives and lull die vuth him though a more or less prolonged transi 
tional stage^veniually a stage in which it may feel eaually unable to 
die and to hse—is tjuiic likely to occur as m fact n did occur in the 
case of the feudal civdiiation 

To sum up this part oE our argument if capitalist evolution— 
progress —either ceases or becomes completely automatic the eco- 
nomic basis of the industrial bourgeoisie will be reduced eventually- 
to wages such as arc paid for current administrative work excepting 
remnants of quasi rents and monopoloid gains that may be expected 
to linger on for some time Since capitalist enterprise by its very 
achievements tends (o automatue progress we conclude that it tends 
to make itself superfluous — to bteaV to pieces under the pressure of 
Its own success The perfectly bureaucratized giant industrial unit' 
not only ousts the small or medium sized firm and expropriates 
us owners but in the end it ^Iso ousts the entrepreneur and expro- 
priates the bourgeoisie as a class which in the process stands to lose 
not only its income but also what « infinitely more important its 
function The true pacemakers of socialism were not the intellectuals 
or agitators who prcaclicd it but the Vanderbilts Carnegies and 
Rockefellers This result may not tn every respect be to the taste of 
Marxian socialists still less to the taste of Socialists of a more popular 
(Marx would have said vulgar) description But so far as prognosis 
goes It do« not differ from them 

II The Desthuctiov of the Protecting Strata 

So far we have been considcnng the effects of the capitalist process 
upon the economic bases of the upper strata of capitalist society and 
upon their social position and prestige But effects further extend to the 
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msmuuonal (ramework that protected them In showing this we shall 
take the term in its widest acceptance so as to include not only legal 
institutions but also attitudes of the public mind and poliaes 

1 Capitalist evolution first of all destroyed or went far toward 
destroying the institutional arrangements of the feudal world — the 
manor the village the craft guild The facts and mechanisms of this 
I process are too familiar to detain us Destruction was wrought in three 
s^ays The world of the artisan was destroyed primarily by the auto- 
matic eSects of the competition that came from the capitalist entrepre 
neur political action in removing atrophic organiiations and regula 
lions only registered results The world of the lord and the peasant 
was destroyed primarily by political — in some cases revolutionary — 
action and capitalism merely presided over adaptive transformations 
say of the German manorial organizations into large scale agricul 
tural units of production But along with these industrial and agrar 
lan revolutions went a no less revolutionary change in the general atti 
tude of legislative authority and public opinion Together with the 
old economic organization vanish^ the economic and political privi 
leges of the classes or groups ihai used xo play ihe leading role in it 
particularly the tax exemptions and the political prerogatives of the 
landed nobility and gentry and of the clergy 
Economically all ^t$ meant for the bourgeoisie the breaking o£ 
so many fetten and the removal of so many barriers Politically it 
meant the replacement of an order in which the bourgeois was a 
humble subject by another that was more congenial to his rationalist 
mind and to his immediate interesu But surveying that process from 
the standpoint of today the observer might well wonder whether m 
the end such complete emancipation was good for the bourgeois and 
his world For those fetters not only hampered they also sheltered 
Before proceeding further we must carefully clarify and appraise this 
point 

* The related processes of the rise of the capitalist bourgeoisie and 
of the rise of national stales produced in the sixteenth seventeenth and 
eighteenth centuries asocial structure that may seem to us amphibial 
though it was no more amphibial or transitional than any other 
Consider the outstanding instance that is afforded by the monarchy 
of Louis XIV The royal power had subjugated the landed aristocracy 
and at the same time conciliated it by proffering employment and 
_^pensions and by conditionally accepting its claim to a ruling or lead 
ing class position The same royal power had subjugated and allied 
Itself with the clergy " It had finally strengthened its sway over the 
bourgeoisie us old ally in the struggle with the temtonal magnates 
protecting and propelling us enterprise in order to exploit it the more 
effectively in turn Peasants and the (small) industrial proletariat were 
*Ga\J can sm was nothing else but the ideological reflex ct this 
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hkovisc managed, nploxcd and protected by public authority — 
though the protection was in the case of the French aneien regime very 
much Ins in evidence than for instance in the Austria of ^farla 
Therna or of Joseph II — and, vicariously, by landlords or industrial 
isti This v-as not simply a government in the sense of mneteenth<cn 
tury liberalism t e , a soaal agency exuiing for the performance of a 
few limited functions to be financed by a minimum of revenue On 
principle, the monarchy managed everything from comaences to the 
patterns of the silk, fabno of Lyons, and finanaally it aimed at a maxi 
mum of revenue Though the king was never really absolute, public 
authority was all-comprehensive 

Correct diagnosis of this pattern is of the utmost importance for our 
subject. The king, the court, the army, the church and the bureaucracy 
lived to an increasing extent on revenue created by the capitalist proc 
ess, even purely feudal tourca of income btmg swell^ in conse 
quence of contemporaneous capitalist developments To an increasing 
extent also domestic and foreign polictes and Institutional changes 
were shaped to suit and propel that development As far as that goes, 
the feudal elemenu in the structure of the so^Iled absolute mon 
areby come in only under the beading of atavisms which in fact is 
the diagnosis one would naturally adopt at first tight. 

Looking more closely, however, we realize that those elements 
meant more than that The steel frame of that structure still con 
sitted of the human material of feudal sooety and this material still 
behaved according to precapitalist patterns It filled the offices of 
state, officered the army, devised polioes — it functioned as a etasse 
dmgente and, though taking account of bourgeois interests ft took 
care to dntance itself from ibe bouigrowie The cemerpiece the 
king was king by the grace of Cod and the root of his position was 
feudal not only in the historical but also in the sociological sense, 
however much he availed himself of the economic possibilities offered 
by capitalism All this was more than atavism It was an active sym 
biosis of two social strata one of which no doubt supported the other 
economically but was in turn supported by the other politically 
Whatever we may think of the achievements or shortcomings of this 
arrangement whatever the bourgeois himself may have thought of 
It at the time or later — and of the aristocratic scapegrace or idler — 
u was ol the essence of that soacty 

j Of that soaety only? The subsequent course of things best ex*, 
emplified by the English case, suggesu the answer The aristocratic 
element continued to rule the roojt r?gA/ to the end of the period of 
irtiflrt and vital eapttalum No doubt that element — though nowhere 
so effectively as in England— currently absorbed the brains from 
other strata that drifted into politics* it made itself the representa 
tive of bourgeois interests and fought the battles of the bourgeoisie it 
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had to surrender its last legal privileges but with these qualifications 
and for ends no longer its own it continued to man the political 
engine, to manage the state, to govern 

The economically operative part of the bouigeois strata did not 
offer much opposition to this On the whole that kind of division 
of labor suited them and they liked it Where they did revolt against 
It or where they got into the political saddle without having to 
revolt, they did not make a conspicuous success of ruling and did not 
prove able to hold their own The question arises whether it is 
really safe to assume that these failures were merely due to lack of 
opportunity to acquire experience and, with experience, the attitudes 
of a politically ruling class 

It IS noL There is a more fundamental reason for those failures 
such as are instanced by the French or German experiences with 
bourgeois attempts at ruling — a reason which again smII best be 
visualized by contrasting the figure of the mdustiiahsl or merchant 
with that of the medieval lord The latter s profession not only 
qualified him admirably for the defense of his own class interest-— 
he was not only able to fight (or it physically — but it also cast a halo 
around him and made of him a ruler of men The first was impor 
tant, but more so were the mystic glamour and the lordly attitude — 
that ability and habit to command and to be obeyed that earned 
prestige with all classes of soaety and m every walk of life That 
prestige was so great and that attitude so useful that the class posi 
tion outlived the social and technological conditions which had given 
rise to It and proved adaptable, by means of a transformation of the 
class function, to quite different social and economic conditions 
With the utmost ease and grace the lords and knights metamorphosed 
themselves into courtien administrators diplomats politicians and 
into military officers of a type that had nothing whatever to do with 
that of the medieval knight And — most astonishing phenomenon 
when we come to think of u — a remnant of that old prestige survives 
even lo this day, and not only with our ladies 

Of the industnalist and merchant the opposite is true There is 
surely no trace of any mystic glamour about him which is what 
counts in the ruling of men The stock exchange is a poor substitute 
for the Holy Grail We have seen that the industrialist and mei 
chant as far as they are entrepreneurs also fill a function of leader 
ship But economic leadership of this type does not readily expand 
like the medieval lords military leadenhip into the leadership of 
nations On the contrary, the lei^er and the cost calculation absorb 
and confine 

I have called the bourgeois rationalist and unheroia He can only 
use rationalist and unheroic means to defend his position or to bend 
a nation to his will He can impress by what people may expect 
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from hu economic perfonnancc he can argue hi5 cni t e he can prom 
ise to pay out money or threaten to withhold it he can hire the 
treacherous services of a coniottim or politiaan or journalist But 
that IS all and all of it is greatly overrated as to us political value 
Nor are bis experiences and habits of life of the kind that develop 
personal fascination A gemus in the business ofGce may be and 
often IS utterly unable outside of it to say boo to a goose — both in > 
the drawing room and on the platform Knowing this he wants to be 
left alone and to lease politics alone 

Again exceptions will occur to the reader But again they do not 
amount to much Aptitude for, and interest and success in aty man 
agement is the only important deception m Europe and this will be 
found to strengthen our case instead of weakening it Before the 
adient of the modern metropolis, which is no longer a bourgeois 
aflair city management was akin to bxuincss management Grasp of 
Its problems and authority within its precincts came naturally to the 
manufacturer and trader and (he local interests of manufacturing 
and trading supplied most of the subject matter of its politics which 
therefore lent itself to treatment by the methods and in the epint 
el thf butirtfst o/Bce Vnd^r excepwooaWy UvorabU condtitoia ex 
ceptional developments sprouted from those toots such as the de- 
velopments of the Venetian or Genoese republics The case of the 
Low Countries emen into the same pattern but it is particularly 
instructive by virtue of the fact that the merchants republic in . 
variably failed in the great game of international politics and that 
m practically every emergency it bad to hand over the reins to a 
warlord of feudal complexion As regards the United States it would 
be easy to list the uniquely favorable orcuiDstances- — rapidly waning 
—that explain its case * 

4 The inference is obvious barring such exceptional conditions 
the boutgeois class is ill equipped to face the problems both domtsiic 
and international that have normally to be faced by a country of 
any importance The bourgeois themselves feel this in spite of all the 
phraseology that seems to deny if and so do the masses Wtchm a pro- 
tecting framework not made of bourgeois material the bourgeoisie 
may be successful not only in the political defensive but also in the 
offensive especially as an opposition For a time it felt so safe as to 
be able to afford the luxury of attacking the protective frame itself 
such bourgeois opposition as there was in imperial Germany illustrates 
this to perfection But without protection by some non bourgeoisj 
group the bourgeoisie is politically helpless and unable not only to 
lead its nation but even to lake care of its particular class interest 
^Vhlch amounts to saying that it needs a master ' 

But the capitalist process both by its economic mechanics and by 

*Th s tine of reason ng vi 11 be taken up again m Part IV 
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Its psycho-soaological effects did away with this protecting master 
or, as jn this country, never gave him or a substitute for him, a 
chance to develop The implications of this are strengthened by an 
other consequence of the same process Capitalist evolution eliminates 
not only the king Det Gratia but also the political entrenchments 
that, had they proved tenable, would have been formed by the village 
'and the craft guild Of course, neither organization was tenable in the 
precise shape m which capitalism found it But capitalist policies 
wrought destruction much beyond what was unavoidable TTiey at 
tacked the artisan in reservations in which he could have survived 
for an indefinite time They forced upon the peasant all the blessings 
of early liberalism — the free and unsheltered holding and all the in 
dmdualist rope he needed in order to hang himself 
In breaking down the pre-capitalist framework of soaety, capitalism 
thus broke not only barriers that impeded its progress but also flying 
buttresses that prevented its collapse That process, impressive in its 
relentless necessity was not merely a matter of removing institutional 
deadwood, but of removing partners of the capitalist stratum sym 
biosis with whom was an essential element of the capitalist schema. 
Having discovered this fact which so many slogans obscure, we might 
well wonder whether it u quite correct to look upon capitalism as a 
sooal form sui generis or, in faa, as anything else but the last stage 
the decomposition of what we have called feudalism On the whole, 
I am inclmed to believe that its peculiarities suffice to make a type 
and to accept that symbiosis of dasscs which owe their existence to 
different epochs and processes as the rule rather than as an eocception 
—at least it has been the rule these 6000 years, i e , ever since prinu 
live tillers of the soil became the subjects of mounted nomads But 
there is no great objection that I can sec against the opposite view 
alluded to 

The Destructtov of the iNSimmoNAi. Framework 
OF Gapitaust Society 

We return from our digression with a load of ominous facts They 
arc almost though not quite, suffiaent to establish our next point, 
VIZ that the capitalist process in much the same way in which it de- 
stroyed the institutional bamework of feudal society also undermines 
Its own 

It has been pointed out above that the very success of capitalist 
enterprise paradoxically tends to impair the prestige or soaal weight 
of the class pnmarily associated with it and that the giant unit of 
conirol lends to oust the bourgeoisie from the funcuon to which it 
Jhat soaal weight The corresponding change in the meaning 
and the mademal loss m vnalny, of the institutions of the bourgeois 
world and of its typical attitudes are easy to trace 
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On the one hand the capitalist process unavoidably attacks the 
economic standing ground of the small producer and trader What it 
did to the pre<apitalijt strata it also does — and by the same competi 
ti\c meclianism — to the lower strau of capitalist industry Here of 
course Marx scores It is true that the facts of industrial concentra 
tion do not quite Jne up to the ideas the public « being taught to 
entertain about ii (sec Chapter XIX) The process has gone less far 
and IS less free from setbacks and comnensatory tendencies than one 
would gather from many s popular exposition In particular, large- 
scale enterprise not only annihilates but also to some extent creates 
space for the small producing and especially trading firm Also m 
the case of the peasants and farmers the capitalist world has at last 
proved both willing and able to pursue an expensive but on the whole 
effective policy of conservation In the long run however, there can 
be little doubt about the fact we are envisaging or about its conse 
qucnces Outside of the agrarian field moreover, the bourgeoisie has 
shown but little awareness of the problem* or its importance for the 
survival of the capitalist order The profiis to be made by raiionalu 
ing the organiiation of production and especially by cheapening the 
tortuous way of commodities from the factory to the ultimate con 
turner are more than the mmd of the typical businessman can resist. 

Now It IS important to realue precisely what these consequences 
consist in A very common type of social criticism which we have 
already met laments the decline of competition and equates it to 
the decline of capitalism because of the virtues it attributes to com 
petition and the vices u attributes to modern industrial monopolies 
In this schema of interpretation monopolization plays the role of 
arteriosclerosis and reacts upon the fortunes of the ckpiialist order 
through increasingly unsatisfactory economic performance We hhve 
seen the reasons for rejecting this view Economically neither the 
case for competition nor the case against concentration of economic 
control IS anything like as strong as this argument implies And 
whether weak or strong It misses the salient point Even if the giant 
concerns were all managed so perfectly as to call forth applause from 
the angels m heaven the political consequences of concentration 
would still be what they are The political structure of a nation zs 
profoundly affected by (he elmiinalion of a host of small and medium- 
sized firms the owmer managers of which together with their de 
pendents henchmen and connections count quantitaiively at the^ 
polls and have a hold on what we may term the foreman class that 
no management of a large unit can ever have the very foundation 
of private property and free contracting wears away m a nation in 

♦AUhout'h some governmenu dd ihe gov tm meni of {mperat Germany dd 
much to fight th s part cular bind ot lat onatiiat on and there s now a strong 
tendency to do the same in Ihis couniir 
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which lU most vital most conaete most meaningful types disappear 
from the moral horizon of the people 
On the other hand the capitalist process also attacks its own n 
stitutional framework — ^let us conunue to visualize ' property and 
free contracting as partes pro toto — within the precincts of the 
big unit? Excepting the cases that are still of considerable importance 
m which a corporation is practically owned by a single individual or 
family, the figure of the proprietor and with it the specifically propri 
etary interest have vanished from the picture There are the salaried 
executives and all the salaried managers and submanagers There are 
the big stockholders. And then there are. the small stockholders The 
first group tends to acquire the employee attitude and rarely if ever 
identifies itself with the stockholding interest even in the most favor 
able cases, i.e , in the cases in which 11 identifies itself with the in 
terest of the concern as such The .second group, even if it considers 
ns connection with the concern as permanent and even if il actually 
behaves as finanaal theory would have stockholders behave is at 
one remove from both the funaions and the attitudes of an oumer 
As to the third group, small stockholders often do not care much 
about what for most of them is but a minor source of income and, 
whether they care or not. they hardly ever bother, unless they or 
some representatives of theirs are out to exploit their nuisance value, 
being often very ill used and still more often thinking themselves ill 
used, they almost regularly drift into an attitude hostile to their’ 
corporations to big business m general and, particularly when things 
look bad to the capitalist order as such No element of any of those 
three groups into which I schematized the typical situation uncondi 
tionally takes the attitude charaaeristic of that cunous phenomenon, 
SO full of meaning and so rapidly passing, that is covered by the term 
Property 

Freedom of contracting is m the same boat In its full vitality it 
meant individual contracting regulated by individual choice between 
an indefinite number of possibilities The stereotyped, unindividual, 
impersonal and bureaucratized contract of today — this applies much 
more generally, but a potion we may ^ten upon the labor contract 
— which presents but restricted freedom of choice and mostly turns 
on a c est a prendre ou i latsser, has none of the old features the most 
important of which become impossible with giant concerns dealing 
with other giant concerns or impersonal masses of workmen or con 
lumers Tiie void js being filled by a tropical growth of new legal 
structures — and a little reflection shows that this could hardly be 
otherwise ' 

Thus the capitalist process pushes into the background all those 
institutions the institutions of property and free contracting in par 
ticular, that expressed the needs and ways of the truly private ’ 
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economic activity 'Where it docs not abolish them as it already has 
abolished free contracting in the labor market, it attains the same end 
by shifting the relative importance of existing legal forms — the legal 
forms pertaining to corporate bu$ine» for instance as against those 
pertaining to the partnership or individual firm — or by changing 
their contents or meanings The capitalist process, by substituting a, 
mere parcel of shares for the walls of and the machines m a factory, 
takes the life out of the idea of property It loosens the grip that 
once was so strong — the grip in the sense of the legal right and the 
actual ability to do as one pleases with ones own the grip also m 
the sense that the holder of the title loses the will to fight, economi 
cally physically, politically, for his factory and his control over it 
to die if necessary on its steps And this evaporaiion of what we may 
term the material substance of property — its visible and touchable 
reality — affects not only the attitude of holden but also that of the 
workmen and of the public in general Demlterialized, defunctional 
ired and absentee ownership does not impress and call forth moral 
allegiance as the vital form of property did Eventually there will be 
nobody left vsho really cares to stand for it—nobody withm and no* 
body without Uie precincts of the big concerns 



CHAPTER XUI 


GROWING HOSTILITY 


I The Social Atmosphere of Capjtausm 

F rom the analysis of the two preceding chapters it should not be 
difficult to understand how the capitalist process produced that 
atmosphere of almost universal hostility to its own social order to 
which I hase referred at the threshold of this part The phenomenon 
IS so striking and both the Marxian and the popular explanations 
are so inadequate that ii is desirable to develop the theory of it a 
little further 

1 The capitalist process, so we have seen esentually decreases 
the importance of the function by which the capitalist class lives 
We have also seen that it tends to wear away protective strata, to 
break down its own defenses to disperse the garrisons of us entrench 
jnents And we have finally seen that capitalism creates a critical 
frame of mind which after having destroyed ihe moral authority of 
'^so many other institutions, m the end turns against its own, the 
"bourgeois finds to his amazement that the rationalist attitude does 
not Slop at the credenivals of kings and popes but goes on to attack 
private property and the svhole scheme of bourgeois values 
The bourgeois fortress thus becomes politically defenseless De 
fenseless fortresses invite aggression especially if there is rich booty in 
them Aggressors will work themselves up into a state of rational 
izing hostility’ — aggressors always do No doubt it is possible, for a 
time to buy them off But thu last resource fails as soon as they 
discover that they can have all In part, this explains what we are 
out to explain So far as it goes — it does not go the whole way of 
course — this element of our theory is verified by the high correlation 
that exists historically between bourgeois defenselessness and hostility 
to the capitalist order there was very little hostility on principle as 
long as the bourgeois position was safe, although there was then 
much more reason for it, it spread pan passu with the crumbling of 
protecting walls 

2 But so It might well be asked — in fact so it is being asked in 
naive bewilderment by many an industrnhst who honestly feels he 
1 It w hoped thu no contusxjn w U arise fnxa my uvmg the veib lo Tationahie 
in ttto different meanings An industrial plant is being ralionaliied nhen 
Its productive efficiency per unU of evpendilure ts being increased We rationalize 
an action of ours nhen i%e supply ourselves and others with reasons for it that 
satisfy our sundard of values regardless of what our true impulses may he. 

^143 
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IS doing his duty by all classes of society — why should the capitalist 
order need any protection by extra-capitalist powers or extra rational 
loyalties? Can il not come out ot the trial with flying colors? Does not 
our own previous argument suffiaently show that it has plenty of 
utilitarian aedentials to present? Cannot a perfectly good case be 
made out for n? And those industrulists will assuredly not fad to 
point Out that a sensible workman in weighing the pro s and con s 
of hi$ contract with say one of the big steel or automobile concerns 
might well come to the conclusion that everything considered he is 
not doing so badly and that the advantages of this bargain are not 
all on one side Yes— certainly only all that is quite irrelevant 
For firsc it is an error to believe that political attack arises pri 
manly from grievance and that it can be turned by justiflcation 
Political cnticitm cannot be met effectively by rational argument 
From the fact that the criticism of the capitalist order proceeds from 
s critical attitude of mind le from an attitude which spurns alle 
glance to extra rational values it does not follow that rational refu 
tation will be accepted Such reluution may tear the rational garb 
of attack but can never reach the extra rational driving power that 
always lurks behind it Capitalist rationality does not do away with 
sub- or super rational impulses It merely makes them get out ol 
hand by removing the restraint of sacred or semisaaed tradition In 
a civilization that lacks (he means and even the will to discipline 
and to guide them they vnll revolt And once they revolt it matters 
little that m a rationalist culture their manifestations will in gen 
eral be rationalized somehow Just as the call for utilitarian creden 
iials has never been addressed to kings, lords and popes in a judicial 
frame of mind that would accept the possibility of a satisfactory 
answer so capualum stands its tral before judges who have the sen 
lence of death in their pockets They are going to pass it whatever 
the defense they may hear the only success victorious defense can 
possibly produce is a change m the indictment Utilitarian reason is 
in any case weak as a prime mover of group action In no case is it a 
match for the extra rational determinants of conduct 
Second the success of the indictment becomes quite undentand 
able as soon as we realize what acceptance of the case for capitalism 
would imply That case were it even much stronger than it actually 
IS could never be made simple People at large would have to be 
possessed of an insight and a power of analysis which are altogethc'Cr 
beyond them Why practically every nonsense that has ever been said 
about capitalism has been championed by some professed economist 
But even if this is disregarded rational recognition of the economic 
peinlniTrrfiTQf in' capnvrAsm imi vnf oAir ihipes- nr ihnlA- iniv ifn- oVr 
would require an almost impossible moral feat by the have not That 
performance stands out only if we take a long run view any pro- 
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capitalist argument must rest on loi^run considerations In the short 
run It is profits and inefficiencies that dominate the picture In order 
to accept his lot the leveler or the chartist o£ old would have had to 
comfort himself with hopes for his great grandchildren In order to 
identify himself with the capitalist system the unemployed of today 
v.’ould have completely to forget his personal fate and the poliucian 
bf today his personal ambition The long run interests of society are 
so entirely lodged with the upper s*rata of bourgeois society that it is 
perfectly natural for people to looV. upon them as the interests of 
that class only For the masses it 1$ the short run view that counts 
Like Louis XV they feel apres nous U deluge and from the stand 
point of individualist utilitarianism they are of course being per 
fectly rational if they feel like that 
Third there are the daily troubles and expectations of trouble 
e%eryone has to struggle with in any social system — the frictions and 
disappointments the greater and smaller unpleasant events that hurt 
annoy and thwart I suppose that every one of us is more or less m the 
habit of attributing them wholly to that part of reality which lies 
without his skin and emoUonat attachment to the social order— le 
the very thihg capitalism is txinstiiuitonally unable to produce— is 
necessary in order to overcome the hostile impulse by which we react 
to them If there is no emotional attachment then that impulse has 
'Its way and grows into a permanent constituent of our psychic setup 
Fourth the ever ruing standards of life and particularly the leisure 
that modem capitalism provides for the fully employed workman 
well there 1$ no need for me to finish the sentence or to elaborate 
one of the truest oldest and most stodgy of all arguments which 
unfortunately is but too true Secular improvement that is taken for 
granted and coupled with individual insecurity that is acutely re 
seined is of couise the best recipe for breeding sonal unrest 

II The SoaoLOCY of the Intellectual 
Nevertheless neither the oppoitoraly of attack nor real or fancied 
grievances are in themselves sufficient to produce however strongly 
they may favor the emergence of active hostility against a social 
order For such an atmosphere to develop vt is necessary that there 
be groups to whose interest it is to work up and organize resent 
ment to nurse it to voice xt and to lead iL As will be shown in Part 
' 5 V the mass of people never develops definite opinions on its own 
'nfftfifctvtr ‘‘Still ’less is Tt ddiv to articulate "fnem and to turn them 
into consistent attitudes and acUons All it can do is to follow or 
refuse to follow such group leadership as may offer itself Until we 
have discoiered social groups that will qualify for that role our 
theory of the atmosphere of hostility to capitalism is incomplete 
Broadly speaking conditions favorable to general hosulity to a 
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social sysJcin or speafjc attack upon if will in any case tend to call 
forth groups that will exploit them Bui in the case of capitalist society 
there IS a further fact to be noted unlike any other type of society, 
apitklism inevitably and by virtue of the very logic of us civilisation 
creates, educates and subsidises a vested interest in social unrest ‘ 
Explanation of thu phenomenon, whidt is as curious as it ts impor- 
tant, follows from our argument in Oiaptcr XI, but may be made 
more telling by an excursion into the Soaology of the Intellectual. 

1 This type is not easy to derme. The difficulty is in fact sympto- 
matic of the character of the species. Intellectuals are not a social dass 
in the sense in which peasants or industrial laboren constitute social 
classes, (hey had from all (he comers of the sodal world, and a great 
part of their activities consist in fighting each other and in forming 
the spearheads of dass interests not their own Yet they develop group 
attitudes and group interesu suffidenily strong to make large num- 
bers of them bchatc in the way that is usually associated with the con- 
cept of social dasses Again, they cannot be simply defined as the sum 
total of all the people who have had a higher education: that would 
obliterate the roost important features of the type. Yet anyone who 
had — and, save exceptional cases, nobody who had not— is a potential 
intellectual, and the fact that their minds are all similarly furnished 
facilitates understanding between them and constitutes a bond Nor 
svouM It serve our purpose to make the concept coeittemtve with the 
membenhip of the liberal professions, physiuans or lawyers for in*^ 
stance are not intellectuals in the relevant sense unless they talk or 
write about subjects outside of their professionarcompetence which 
no doubt they often do— particularly iht lawyers. Yet there is a dose 
connection between the intellectuals ana the professions. For some 
professions— especially if we count in journalism — actually do belong 
almost wholly to the dotnam of (he intellectual type, the members of 
all professions have the opportunity of becoming intellectuals, and 
many intellectuals take to somd profession for a living Finally, a defi- 
nition by means of the contrast to manual labor would be much too 
wide * Yet the Duke of Wellington's ‘'scribbling set" seems to be too 
narrow * So is the meaning of Aommei de teilres 

* Every tocbl sysiem is sensitive lo revolt and in every social system siimng up 
revolt IS a business that pays in case ot success and hence always attracts both 
brain and brawn ti did m feudal ainies— very much so'Bui wanior nobles who 
revolted against their superiors attacked individual persons or posiiions They di^ 
not attack (he feudal lystem as such Attd feuda) soneiy as a whole displayed nb 
tendencies to encourage — intentionally or unintentionally — aitacks upon its own 
social system as a Vhole 

•To my sorrow. I have found that the Oxford English Dictionary docs not list 
the meaning 1 wish to attach to the lemi It does give the turn of phrase "a 
dinner of inielJeciuals,” but in ccmneaion with "tupenor powers of intellect ■ 
which points in a very different direction I have been duly disconcerted yet have 
not been able to discover another ferm that would serve my purpose eciually well. 

•The Duke’s phrase occurs in The CroJker Papers (ed. L. J Jennings, iSS^). 
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But we might do worse than take our lead from the Iron Duke 
Intellectuals are m fact people who wield the power of the spoken 
and the written word and one of the touches that distinguish them 
from other people who do the same is the absence of direct responsi 
bility for practical affairs This touch m general accounts for an 
other — the absence of that first hand knowledge of them which only 
Actual experience can give The cnncal attitude arising no less &om 
^the intellectuals situation as an onlooker — m most cases also as an 
outsider— than fiom the fact that his mam chance of asserting himself 
lies in his actual or potential nuisance value should add a third touch 
The profession of the unprofessional? Professional dilettantum? The 
people who talk about everything because they understand nothing? 
Bernard Shaws journalist in The Doctor's Dilemma* No no I have 
not said that and I do not mean that That sort of thing would be 
still more untrue than it would be offensive Let us give up trying 
to define by words and instead define epideiktically in the Greek 
museum we can see the objea nicely labeled The sophists philoso- 
phers and rhetors— however strongly they objected to being thrown to- 
gether they were all of the same genus— of the fifth and fourth cen 
tunes B c illustrate ideally what I mean That practically all of them 
were teachers does not destroy the value of the illustration 
a When analyzing the rationalist nature of capitalist civilization 
i(,ChapterXl) 1 pointed out that the development of rational thought 
of course precedes the nse of the capiulist order by thousands of 
yean all that capitalism did was to give a new impulse and a panicu 
lar bend to the process Similarly— leaving aside the Gra“co-Roman 
world — ive find intellectuals m thoroughly pre-capuahst conditions 
for instance m the Kingdom of ihe Franks and in the countries into 
which It dissolved But they were few in number they were clergy 
men mostly monks and their wri ten performance was accessible to 
only an infinitesimal part of the population No doubt strong indi 
viduals were occasionally able to develop unorthodox views and even 
to convey them to popular audiences This however in general implied 
antagoniiing a very strictly organized environment— from which at 
the same time it was difficult to get away— and risking the lot of the 
hereuc Even so it was hardly possible without the support or conniv 
ance of some great lord or chieftain as the tactics of missionaries suf 
fice to show On the whole therefore intellectuals were well m hand, 
f -!^d kicking over the traces was no joke even m times of exceptional 
disorganization and license such as during the Black Death (m and 
alter 1348) 

But if the monastery gave birth to th«* intellectual of the medieval 
V orld It was capitalism that let hi^n loose and presented him with 
the printing press The slow evolution of the lay intellectual ivas 
merely an aspect of this process the coincidence of the emergence of 
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humanism with the emergence of capitalism is very stribng The hu 
manms were primarily philologHU but — excellently illustrating a 
point made above — they quicUy expanded into the fields ol mannen 
politiQ religion and philosophy “This was not alone due to the con 
tents of the classic works which they interpreted along with ibeir 
grammar — from the criiicism of a text to the crnicism of a soaety the 
way 15 shorter than it seems Nevertheless the typical intellectual dr^ 
not relish the idea of the stake which still awaited the heretic. As a 
rule honors and cotnCori tutted him a great deal better And these 
were alter all to be had only from princes temporal or spiritual 
though the humantsu were the first intellectuals to have a public m 
the modern sense. The critical attitude grew stronger every day But 
todal criticism— beyond what was implied in certain attacks on the 
Catholic Church and in particular m head — did not flourish under 
such conditions 

Honors and emoluments can however be had in more than one way 
Flattery and subservience are often less remunerative than are their 
opposites Thu discovery was not made by the Arctmo* but no mortal 
ever surpassed him in exploiting u Charles V was a devoted husband 
but during ho campaigns which kept him from home for many 
months ac a time he lived the life of a gentlemaR of his time and 
class Very well the public— and what particularly mattered to 
Charles his empress— need never knov/ provided argumenu of tha 
right kind and weight were duly handed to the great aiuc of politur 
and morals Charles paid up But the point is that this was not simple 
blackmail which m general benefits one party only and inflicts un 
compensaied loss on the other Charles knew why he paid though 
doubtless it would have been possible 10 secure silence by cheaper if 
more drastic methods He did not display resentment Qn the con 
trary he even wen: out of his way ro honor the man Obviously he 
wanted more than silence and as a matter of fact he received full 
value for hts gifts 

3 In a sense therefore the Aretino s pen was indeed stronger than 
the sword But perhaps through ignorance 1 do not know of com 
parable instances of that type for the next hundred and fifty years* 
during which intellectuals do not seem to have played any great role 
outside and independently of the established professions mainly the 
law and the church Now this setback roughly coincides with the set 
back m capitalist evolution which in most countries of continciml. 
Europe occurred in that troubled period And the subsequent recovej^ 
of capitalist enterprise was similarly shared by the intellectuals The 
cheaper book the cheap newspaper or pamphlet together with the 

* P eiTO Aret no 149* 155S. 

• In England ho\»ever ihe scope and oaportino; of pamphleteering ncreaied 
greaU)' in the levemeentb century 
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widenmg of the public that v.3s m part their product but partly an m 
dependent phenomenon due to the access of wealth and weight which 
came to the industrial bourgeoisie and to the inadent increase m the 
polnical importance of an anonymous public opinion— all these boons, 
as well as increasing freedom from restraint, are by producu of the 
capitalist engine 

/ In the first threeKjuarters of the eighteenth century the individual pa 
tron was slow to lose the paramount importance m the intellectual s 
career that he had held at the beginning But m the peak successes at 
least, we clearly discern the growng importance of the neiv element — 
the support of the collective patron the bourgeois public. In this as in 
every other respect, Voltaire affords an invaluable instance His very 
superfiaality that made it possible for him to cover everything from 
religion to Newtoman optics, allied to indomitable vitality and an 
insatiable curiosity, a perfect absence of mhibmons, an unemng 
imtmci lor and a wholesale acceptance of the humors of his time, 
enabled that unmucal mtic and mediocre poet and historian to fasa 
naie — and to sell He also speculated, cheated, accepted gifts and ap- 
pointments, but there was ^ways the independence founded on the 
solid base of his success with the public Rousseau's case and type, 
though entirely different, would be suU more imtrucuve to discuss 
In the last decades of the eighteenth century a sinking episode dis* 
<X)layed the nature of the power of a free-lance intellectual who has 
roihmg to work with but the sooo-psycbological mechanism called 
Public Opifiion This happened m England, the country that was 
then farthest advanced on the road of capitalist evolution John 
Wilkes’ attacks on the political system of England, it is true, were 
launched under uniquely favorable arcumstances, moreover, it cannot 
be said that he actually upset the Earl of Buies government which 
never had any diance and was bound to fall for a dozen other reasons, 
but Wilkes' North Briton was nevertheless the last straw that broke 
Lord Bute s political back No 45 of the North Briton was the 
first discharge in a campaign that secured the aboliuon of general 
warrants and made a great stride toward the freedom of the press 
and of elections This does not amount to making history or to creai 
mg the conditions for a change in soaal institutions but 11 does 
amount to playing, say, the role of a midwifes assistant.’ The in 
ability of IVilkes' enemies to thwart him js the most significant fact 


i -i^t do not fear that any hutorian ofpolmcs will find that 1 have tstaroetaiwl 
the tmpotunce of waVes success But 1 do fear objecuon 10 my calling him a tree 
lance and to the implication that he owed everything to ihe collective and nothing 
to any individual patron In li« bepnntogv he was ao doubt encounged by a 
rolerie On examination it mil however be conceded I think that this was not of 
dTOsive important and that all the suppwt and all the money and honor* he cot 
aftervsards were but a consequence of and tribute to previous success and to s 
position ludependently acquired with Ihe public 
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about It all They evidently had all fhe power of organued govern 
mcni at their command \ct something drove them back 
In France the years preceding the revolution and the revolution 
Itself brought the rabble raising tabloid (Marat Dcsinoulim) which 
however did not like ours completely jettison style and grammar 
But we must hurry on The Terror and more systematically the 
First Empire put an end to this Then followed a period interruptcf* 
by the rule of the roi bourgeots of more or less resolute repression' 
that lasted until the Second Empire felt compelled to loosen the reins — 
about the middle sixties In central and southern Europe this period 
also lasted about as long and in England analogous conditions pre* 
vailed from the beginning of the revolutionary wars to Cannings 
accession to poviCr r 

4 How impossible it is to stem the tide within the framework of 
capitalist society is shown by the failure of the attempis~some of 
them prolonged and determined — made during that period by prac 
tically all European governments 10 bring the intellectuals to heel 
Their histones were nothing but so many diHerent versions of Wilkes 
exploits In capitalist society-^r in a society that contains a capitalist 
element of decisive importance— ^ny aiuck on the intellectuals must 
run up against the private fortresses of bourgeois business which or 
some of which will shelter the tjuarry Moreover such an attack must 
proceed according to bourgeois principles of legislative and adminis 
trative practice which no doubt may be stretched and bent but wtlV* 
checkmate prosecution beyond a certain point. Lawless violence the 
bourgeois stratum may accept or even applaud when thoroughly roused 
or frightened but only temporarily In a purely bourgeois regime like 
that of Louis Philippe troops may fire on sinkers but the police can 
not round up intellectuals or must release them forthwith otherwise 
the bourgeois stratum however strongly disapproving some of their 
doings will rally behind them because the freedom it disapproves 
cannot be crushed without also crushing the freedom it approves 
Observe that I am not crediting the bourgeoisie with an unrealistic 
dose of generosity or idealism Nor am 1 unduly stressing what people 
think and feel and want — on the importance of which 1 almost though 
not quite agree with Marx In defending the intellectuals as a group 
— not of course every individual — the bourgeoisie defends itself and 
ns scheme of life Only a government of non bourgeois nature and 
non bourgeois creed — under modem circumstances only a sonalist^ 
fascist one — is strong enough to discipline them In order to do th^i 
It would have to change typically bourgeois institutions and drasti 
cally reduce the individual freedom of ali strata of the nation And 
vctdii w guvenmreifi n iitA ’rhafry— ■wurfrfi teA xrmi Vit iWit — •m vvt/p 
short of private enterprise 

From this follows both the unwillingness and the inability of the 
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capitalist order to control its mtelleaual sector effectnel) The un- 
wllingness m question is unwillingness to use methods consistently 
that are uncongenial to the mentality shaped by the capitalist proc 
ess the inability is the inability to do so withm the frame of institu 
ticiis shaped by the capitalist process and without submitting to non 
bourgeois rule Thus, on the one hand, freedom of public discussion 
,tn^ohl^g freedom to nibble at the foundations o! capitalist soaety 
IS ineMtable in the long run On the other hand the intellectual group 
cannot help nibbling because ii lues on criticism and its whole posi 
lion depends on criticism that snugs and criticism of persons and of 
current e\ents wall, in a situation m which nothing is sacrosa n ct, 
fatally issue in cniiasm of classes and institutions 
5 A few strobes isnll complete the modem picture There are the 
increasing means There is the increase in the standard of life and in 
the leisure of the masses that changed and is still changing the com 
position of the collecme patron for the tastes of whom the mtellectuals 
haie to pronde There ims and is the further cheapening of the booh 
and newspaper and the large-scale newspaper concern ® There is now 
the radio. And there was and » the tendency toward complete re- 
moial of restraints, steadil) breaking down those short run attempts 
at resistance by which bourgeois soaet) proves itself so incompetent 
and occasionally so childish a disciplinarian 

^ *The emers«n<e «nd the career up to date the lar^sole newspaper conc e rn 
niusmte two points which I am anxious to stress the nsniFold xspenx. TtUbons 
and effects o( ttrry concrete elesenl of the social pattern that preclude simple 
xod one-way propositions, and the importanc^of distinS^inshm^ short run and 
long run phenomena foc which different sometunes opposite propositions hold true. 
The large scale newspaper concern is in most cases siisply a capitalist business en 
terpnsc This does not imply that it espouses captalist or any other class mteresis. 
It may do so but only iTOm one ot more ot ihe following mouies. the limned 
importance of which is obnoits because it is subsidired by a capitalist group for 
the tery purpose of adi-ocating irs interests or view*— the larger the concern and 
MS sales the less important this dement because it intends to sell to a public of 
botirgeou lastes—lhis very important unul abcHtt igty now increasingly cuts the 
other wa) because adiertisen prefer to use a congenial medium— but mostly they 
take a very btiMnealike view of the matter because the owners insist on a certain 
course irrespecmc of their interest in sales — to a certain extent they do and espe- 
cially did but expenence (eadies lhat they do not hold out tf the conttict veith 
their pecuniary interest in «les is too severe In other words the large-scale news 
paper concern is a most powerful loot foe raising the posiuon and increasing the 
infiuence of the intellectual group but it is even now not conlpletelv tn ns control 
means emplojiacni and a wider public, but it al-o meins “strin'*s " These are 
irjinly of importance in the short tun in fight ng for gintcr f rcec f o m to do as 
he pleases, the individual joutnaltst mxv easty meet defeat Rut thn shon run 
aspect— and ihe groups recolleaion of past cwidiiiont— are what enters the in 
lellectiuls m nd and what deiennmes the eolors of the picture of slavery and 
martyTdom he draws for the puM c. In reatny It should be a picture of conquest 
Conquest and virtoty are in this, as in so many other cases, a mosaic composed 
of defeats. ^ 
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There is, howcNCr, another factor One of the most important fca 
lures of the later stages of capitalist atiliration is the Mgorous ex 
pansion of the educational apparatus and particularly of the facilities 
for higher education This dcselopment Mas and is no less incMtabte 
than the deselopmcnt of the largest sole industrial unit,* but unlike 
the latter it has been and is being fostered by pubtic opinion and 
public authority so as to go much Turihcr than it Mould have don^ 
under its ovm steam U’hateser mc may think of this from other stand 
points and whateter the precise causation, there arc seieral conse- 
quences (hat bear upon the sue and attitude of (he intellectual group 

First, inasmuch as higher education thus increases the supply of 
services in professional quasi professional and in the end all Hhite- 
coliar lines beiond the point determined by costreturn considera 
tions n nay create a panicu]ar)y important case of sectional unem 
ployment. 

Second along with or in place of such unemployment it creates 
unsatisfanory conditions of employment — employment in substandard 
work or at wages below those of the better paid manual worken 

Third It may create unemployabilityr of a pariicularly disconcerting 
type The man who has gone through a college or university easily 
becomes psychially unemployable in manual occupations without 
necessarily acquiring employability in say, professional vork HiS: 
failure to do so may be due either to lack of oaiutal abihty»pec>^ 
lectly compatible with passing academic tests— or to inadequate teach 
mg and both cases Mill, absolutely and relatively occur more fre- 
quently as ever larger numbers are drafted into higher education and 
as the required amount of leaching increases irrespective of how many 
teachers and scholars nature chooses lo turn out The results of neg 
lecting this and of acting on the theory that schools colleges and 
universities arc just a maiier of money arc too obvious to insist upon 
Cases in which among a dozen applicants for a job all formally 
qualified there is not one who can fill it satisfactorily are knoMm to 
everyone Mho has anything to do with appointments — to everyone, 
that IS who IS himself qualified- to judge 

•Al present ihn deselopmem w viewj by mwi people (rom the slindpo nt of 
the ideil ot m»kmg educational faal t ea ot any lype avaiUble to iH s»ho can be 
induced to use them This ideal it to strongly held that any doubit about it are 
almost univemlly cons dered (o be nothing short ot indecent, a « tuaiion nor 
prosed by the coramenis, all leo olien (I ppant ot d tsentienu Actually we bruiB 
here aga nst a tel ot exiremely complex prohlCmt ot the tociology of education and 
educational ideals svh th we cannot aiiack Miih n ihe limits ot Cilt sVetch Tint it 
vhr I have confined the abo'e.paragfanh to two incomesiabfe and noncommiiiat 
(riiMi ties (hat are all we want (or (be purpote in hand. But of courte they do 
not dispote of the larger problems t hidi must be left aside lo testify to the in 
completeness ot my exposition 
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All those who are unemployed or unsatisfactorily employed or un 
employable drift into the vocations m which standards are least defi 
nite or m which aptitudes and acquirements of a diBerent order count 
They swell the host of intellectuals in the strict sense of the term 
whose numbers hence increase disproportionately They enter it m a 
thoroughly discontented frame of nund Discontent breeds resentment 
y\nd It often rationalizes itself into that social aitiasm which as we 
'have seen before is m any case the intellectual spectator s typical at 
titude toward men, classes and institutions especially in a rationalist 
and utilitarian civilization Well, here we have numbers, a well-defined 
group situation of proletarian hue, and a group interest shaping a 
group attitude that will much more realistically account for hostility 
ID the capitalist order than could the theory — itself a rationalization 
m the psychological sense — according to which the intellectual s right 
ecus indignation about the wrongs of capitalism simply represents the 
logical inference from outrageous facts and which is no better than 
the theory of lovers that their feelings represent nothing but the 
logical inference from the virtues of the belosed*® Moreover our 
theory also accounts for the fact that this hostility increases, instead of 
diminishing, with every achievement of capitalist evolution 

Of course, the hostility of the intellectual group — amounting to 
moral disapproval of the capitalist order— is one thing, and the gen 
/^eral hostile atmosphere which surrounds the capitalist engine is an 
other thing The latter is the really significant phenomenon and it is 
not simply the product of the former but flows partly from Hide 
pendent sources, some of which have been mentioned before, so far 
as It does, It IS raw material for the intellectual group to nork on 
There arc give-andtake relations between the two which it would 
require more space to unravel than I can spare The general contours 
of such an analysis ate however sufficiently obvious and I think, it safe 
to repeat that the role of the imelleaual group consists primarily m 
stimulating, energizing, vcrbalmng and organizing this material and 
only secondarily in adding to it Some particular aspects will illus-- 
trate the principle 

6 Capitalist evolution produces a labor movement which obviously 
IS not the creation of the intellectual gzodp But it is not surprising 
that such an oppotlunity and the inielleclual demiurge should find 
each other Labor never craved intellectual leadership but intellectuals 
invaded labor politics They had an important contribution to make 

i®The reader will observe that any such theories would be unrealistic even it 
the tacw of capitalism or the virtues o5f ihe beloved were actually all that the sonal 
critic or the lover believes them to be It b also important to note that m the 
overwhelming majority of cases both cnties and loven are obviously sincere neither 
ps^ho soaologfcal nor psycho-physical mechanisms enter as a rule into the lime 
light of the Ego. except in the mask of sahhmations 
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they \erbahzcd the movement supplied theories and slogans for it 
— class tsar is an excellent example — made it conscious o( itself and 
m doing so changed us meaning In solving this task from ihcir ovm 
standpoint they naturally radicalized it eventually imparting a revo- 
lutionary bias to the most bourgeois trade-union practices a bias 
most ol the non intellectual leaders at first greatly resented But there 
was another reason tor this Listening to the intellectual the vvorUi 
man is almost invariably conscious of an impassable gulf if not of 
downright distrust In order to get hold of him and to compete with 
non intellectual leaders the intellectual is driven to courses entirely 
unnecessary for the latter who can afford to frown Having no genuine 
authority and feeling always in danger of being unceremoniously told 
to mind his ov.n business he must flatter promise and mate nurse left 
VMngs and scowling minormcs sponsor doubtful or submarginal cases 
appeal to fringe ends profess himself ready to obey— in short behave 
toward the masses as ms predecessors behaved frsl toward their cc 
clcsiastical superiors later toward princes and other individual patrons 
still later toward the collective master of bourgeois complexion*^ 
Thus though intellectuals have not created the labor movement they 
have yet vvorked it up into something that differs subsuniially from 
what It would be without them * 

The social atmosphere for the theory of which we have been gather 
ing stones and mortar explains why public policy grows more andv 
more hostile to capitalist interests eventually so much to as to refu v 
on principle to take account of the requirements of the capitalist 
engine and to become a serious impediment to its functioning The 
intellectual group s activities have hov.evcr a relation to anti-capitalist 
policies that is more direct than what is implied m their share in xer 
balizing them Intcneciuals rarely enter professional politics and still 
more rarely conquer responsible ^ce But they staff political bureaus 
write party pamphlets and speeches act as seactanes and advisen 
make the individual politicians newspaper reputation which though 
^t is not everything few men can afford to neglect In doing these 
things they to some extent impress their mentality on almost every 
thing that is being done 

The actual influence exerted varies greatly with the state of the 
political game from mere formulation to making a measure politically 
possible or impossible But there is always plenty of scope for it When 
we say that individual politicians and parties are exponents of class 
interests we are at best emphasizing one-half of the truth The oth^ 
half just as important if not more so conics into view when we con 
sider that politics is a profession which evolves interests of its own — 
\%z 2 ri VNiy •mv.L ■«. wW as va. cb* xit vt/i 

1^ AU th s will be illusiratetl and further developed in Pan V 



Growing Hostility 155 

groups that a man or party represents ** Individual and party 
opinion IS, more than anything else, sensitive to those factors in the 
political situation that directly affect the career or the standing of the 
individual or party Some of these are controlled by the intellectual 
group in much the same sense as is the moral code of an epoch that 
exalts the cause of some interests and puts the cause o! others taatly 
tout of court 

Finally, lliat social atmosphere or code of values affects not only 
policies — the spirit of legislation — but also administrative practice 
But again there is also a more direct relation between the intellectual 
group and bureaucracy The bureaucraaes of Europe are of pre and 
extra-capitalist origin However much they may have changed in com 
position as the centuries rolled on, they never identified themselves 
wholly with the bourgeoisie, its interests or its scheme of values, and 
never saw much more in it than an asset to be managed in the interest 
of the monarch or of the naitotu Except for inhibitions due to pro- 
fessional training and experience, they are therefore open to conver 
sion by the modem intellectual with whom, through a similar educa 
tion, they have much ut common ** while the tinge of gentility that m 
many cases used to raise a bamer has been fading away from the 
modern civil servant during the last decades Moreover, in times of 
_^rapid expansion of the sphere of public administration, much of the 
\ -additional personnel required has to be taken directly from the in 
lellectual group— witness this country 

»*Thw o£ eoune 11 just as true of the intellectwals iheraselves with tespect to 
the das* from which they come or to which economically and culturally they 
belong The subject will be taken tip again in cfa xxiii 

1* For example* see ch. xxvi 
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DECOMPOSITION 


j Faced by the inaeasing hostility of the environment and by the' 
legislative administrative and judicial practice bom of that hostility, 
entrepreneurs and capitalists — in fact the whole stratum that accepts 
the bourgeois scheme of life — will eventually cease to function Their 
standard aims are rapidly becoming unattainable their efforts futile 
The most glamorous of these bourgeois aims the foundation of an 
industrial dynasty has in most countries become unattainable already, 
and even more modest ones are so difficult to attain that they may 
cease to be thought worth the struggle as the permanence of these 
conditions IS being increasingly realist 

Considering the role of bourgeois motivation m the explanation of 
the economic history of the last two or three centuries its tmothenn^ 
by the unfavorable reactions of society or ns weakening by disuse no 
doubt constitutes a factor adequate to explain a flop in the capitalist 
proccss—should wc ever observe u as a permanent phenomenon— and 
one that is much mdre important than any of those that are presented 
by the Theory of Vanishing Investment Opponuniiy It is hence inter 
esting to observe that that motivation not only is threatened by tonei^ 
externa! to the bourgeois mind but that it also tends to die out from 
internal causes There is of course dose inierdependencc between the 
two But we cannot get at the true diagnosis unless we try to disen 
tangle (hem 

One of those 'internal causes we have already met with 1 have 
dubbed It Evaporation of the Substance of Property We have seen 
that normally the modem businessman whether entrepreneur or 
mere managing administrator, is ol the executive type From the logic 
of his position he acquires something of the psychology of the salaried 
employe^ working m a bureaucratic organization Whether a stock 
holder or not, his will to fight and to hold on is not and cannot be 
what It was with the man who knew ownership and its responsibilities 
m the fullblooded sense of those words His system of values and his 
conception of duty undergo a profound change hfere stockholders 
of course have ceased to count at all — quite independently of the clipw 
ping of their share by a regulating and taxitig state Thus the modern 
corporation although the product of the capitalist process socializes 
the bourgeois mind it rdenilessly narrows the scope of capitalist 
motivation not only that, it will eventually kill its roots * 

‘Many people will deny this This IS doe 10 the (act that they denve their 
impression from put history and bom the atosans generated by past history during 

156 
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2 Still more important however is another ‘internal cause/ \i/, 
the dismtegiation of the bourgeois lamily The facts to which I am 
referring are too well known to need explicit statement To men and 
women in modem capitalist soaeiies, family life and parenthood mean 
less than they meant before and hence are less powerful molders of 
behavior, the rebellious son or daughter who professes contempt for 
//Victorian ’ standards is, however incorrectly, expressing an undeni 
able truth The weight of these facu u not impaired by our inability 
to measure them statistically The marriage rate proves nothing be 
cause the term Marriage covers as many sociological mfeanmgs as does 
the term Property, and the kind of alliance that used to be formed by 
the marriage contract may completely die out without any change in 
the legal construction or in the frequency of the contract Nor is the 
divorce rate more significant It does not matter how many marriages 
are dissolved by judicial decree — what matters is how many lack the 
content essential to the old pattern If in our statistical age readen 
insist on a statistical measure, the proportion of marriages that pro- 
duce no children or only one child, though still inadequate to quan 
tify the phenomenon I mean, might come as near as we can hope to 
come to indicating its numerical importance The phenomenon by 
now extends, more or less, to all classes But it first appeared m the 
bourgeois {and intellectual) stratum and ns synJptomatic as well as 
'causal value for our purposes lies entirely there It is wholly attribut 
able to the rationalization of everything m life, which nc have seen 
u one of the effects of capitalist evolution In fact, it is but one of the 
results of the spread of that rationalization to the sphere of private 
life All the other factors which are usually adduced in explanation 
can be readily reduced to that one 
As soon as men and women learn the utilitarian lesson and refuse 
to take for granted the traditional arrangements that their social en- 
vironment makes for them, as soon as they acquire the habit of weigh 
ing the individual advantages and disadvantages of any prospective 
course of action — or, as we might also put it, as soon as they introduce 
into their private life a sort of inarticulate s)siem of cost accounting 
— they cannot fail to become aware of the heavy personal sacrifices 
that family ties and especially parenthood entail under modern con- 
ditions and of the fact that at the same time, excepting the cases of 
Janners and peasants, children cease to be economic assets These 
sacrifices do not consist only of the items that come within the reach 
of the measuring rod of money but comprise in addition an indefinite 

i»hich the institutional change brought about by the big corporation had not )et 
asserted itself Also they ma) ihinL of the scope \ hich corporate business used to 
give for illegal satisfactions of the apiultst motiiaiion But that isould cut my 
way the fact that personal gam beyond salary and bonus cannot m corporate 
business be reaped by executives except by illegal or semi illegal pracuces shows 
preasely that the structural idea of the corporation is averse to it 
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amount of lou of comfort, of frcctlom from care, and opportunity 
to enjoy altcrnatnci of tncreasmg attractHcncss and variety — alter 
natives 10 be compred wiih joj# of parenthood that are being sub- 
jected to a critical analysis of increasing sesenty The imphaaon of 
this IS not weakened but strengthened by the fact that the balance 
sheet IS likely to be incomplete, perhaps even fundamentally wrong 
For the greatest of the assets the contribution made by parenthood 
to physical and moral health — to normality ' as we might express u 
— particularly in the case of women, almost invariably escapes the 
rational searchlight of moderrt individuals who, m private as m public 
life, tend to focus attention on ascertainable details of immediate utili 
tanan relevance and to incer at the idea of hidden nec«$tttes of 
human nature or of the social organism The point I wish to convey 
IS, I think, clear without further elaboration Jt may be summed up 
in the question that it so clearly m many jwicntul parents’ minds 
' Why should we stunt our ambitions and impoverish our lives m 
order to be insulted and looked down upon m our old age? 

^Vhile the capitalist process, by virtue of the psychic attitudes it 
creates, progressively dims the values of family life and removes the 
conscientious inhibitions that an old moral tradiiion would have put 
in the way toward a dilTerent scheme of life, n at the same time imple* 
tnenis the new tastes As regards childlessness capitalist inventiveness 
produces contraceptive devices of ever increasing efficiency that over J 
come the resistance which the strongest impulse of man would other 
wise have put up As regards the style of life, apitahst evolution de- 
creases the desirability of, and provides aUemaiives to, the bourgeois 
family home I hav^ previously adverted to the Evaporation of Indus- 
trial Property 1 have now to advert to the Evaporation of Con 
sumers Property 

Until the later decades of the nineteenth century, the town house 
and the country place were everywhere not only pleasant and con 
vcnient shells of private life on the higher levels of income but they 
were indispensable Not only hospitality on any scale and in any style, 
but even the comfort, dignity, repose and refinement of the family 
depended upon its having an adequate foyer of its own that was 
adequately staffed The airangcmenis summarized by the term Home 
were accordingly accepted as a matter of coune by the average man 
and woman of bourgeois standing exactly as they looked upon mar 
nage and children — the founding of a family — as a matter of coursi^ 

Now on the one hand the amenities of the bourgeois home are 
becoming less obvious than are its burdens To the oicical eye of a 
critical age it is likely to appear primarily as a source of trouble and 
•rtpifnvK’ wiVivjV its-ipswisvy’ AK'OTi.sfilxfiy Xlur .vmuld ivr 

50 even independently of modem taxation and wages and of the atti 
tude of modern household personnel all of which are typical results 
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of the capitalist process and o£ course greatly strengthen the case 
against what in the near future will be almost universally recognized 
as an outmoded and uneconomical way of life In this respect as m 
others we are living in a transiuonal suge The average family of 
bourgeois standing- tends to reduce the difficulties of running the big 
house and the big country place by substituting for it small and 
■mechanue'd establishments plus a maximum of outside service and 
outside life— hospitality in pamcular being increasingly shifted to the 
restaurant or club 

On the other hand, the home of the old type is no longer an indis- 
pensable requirement of comfortable and refined living in the bour 
geois sphere The apartment house and the apartment hotel represent 
a rationalized type of abode and another style of life which when 
fully developed will no doubt meet the new situation and provide all 
the essentials of comfort and refinement To be sure neither that 
style nor its shell are fully developed anywhere as yet and they proffer 
cost advantage only if we count in the trouble and annoyance incident 
to running a modern home But other advantages they proffer already 
—the faality of using to the full the variety of modern enjoyments 
of travel of ready mobility of shifting the load of the current little 
things of existence to the powerful shoulders of highly specialized or 
^nizations 

It IS easy to see how this in turn bears in the upper strata of capital 
ist society upon the problems of the child Again there is interaction 
the passing of the spacious home— in which alone the nch life of a 
numerous family can unfold^and the increasing inction with which 
It functions supply another mouve for avoiding the cares of parent 
hood but the decline of philoprogenitiviiy m turn renders the spacious 
home less worth while 

I have said that the new style of bourgeois life docs not as yet offer 
any decisive cost advantage But this refers only to the current or 
prime costs of serviaog the wants of private life As to overhead even 
the purely pecuniary advantage is obvious already And inasmuch as 
the outlay on the most durable elements of home life — especially the 
house the pictures the furniture— used to be financed mainly from 
previous earnings we may say that the need for accumulation of con 
sumers capital is drastically reduced by that process This does not 
mean of course that demand for consumers capital is at present 
even relatively smaller than it was the increasing demand for durable 
consumers goods from small and medium incomes more rn uTitar 
balances this effect But it does mean that so far as the hedonistic com 
ponent in the pattern of acquisiuve motives is concerned the desir 
ability of incomes beyond a certain level is reduced In order to satisfy 

‘Modem relac ons between parents and ch idren arc of coune partly eondiuoned 
by the cnimbl ng of that steady frame of lam ly 1 fe 



j6o Can Capitalism Survive? 

biimelf of this, the reader need onijr vaualize the utuation in a thor 
oughly practnal ipjni the successful roan or couple or the * soaety ' 
man or couple who can pay for the best available accommodation in 
hotel, ship and tram, and for the best available tjualujes of the ob;ecu 
o! personal consumption and use — ^which qualities are increasingly 
being turned out by the conveyor of mass production* — will, things 
being what they are, as a rule have all they want with any intensity 
for themselves And it u easy to see that a budget framed on those 
lines will be far below the requiremcnu of a "seignioral ’ style of life 

3 In order to realise what all this means for the efficiency of the 
capitalist engine of production we need only recall that the family 
and the family home used to be the mainspring of the typically hour* 
geois kind of profit motue Economisu hate not always given due 
weight to this fact IVTien we look more closely at their idea of the 
self interest of entrepreneun and capitalists we cannot fail to discover 
that the results it was supposed to produce are really not at all what 
one svould expect from the rational self interest of the detached tndi 
vidual or the childless couple who no longer look at the world through 
the windows of a family home Comoously or unconsaoutly they 
analysed the behavior of the man whose views and motives are shaped 
by such a home and who means to work and to save primarily for wife 
and children As soon as these fade out from the moral vision of the 
businessman, we have a different kind of homo oeconomievs before us 
who cares for different things and acts in different ways For him and' 
from the standpoint of his mdivtdualutic uuhiananism, the behavior 
of that old type would in fact be completely irraiionaj He loses the 
only sort of romance and heroism that i$ left m the unromancic and 
unheroic civilization of capitalism— ^hc heroism of navigate neeesse 
est, vnere non neeesse est* And he loses the capitalist ethics that 
enjoins working for the future irrespective of whether or not one u 
going to harvest the crop oneself 

The last point may be put more tellingly In the preceding chapter 
It was^ observed that the capitalist order entrusts the long run interests 
of society to the upper strata of the bourgeoisie They are really en 
trusted to the family motive operative m those strata The bourgeoisie 
worked primarily in order to invest, and it was not so much a standard 
of consumption as a standard of accumulation that the bourgeoisie 
struggled for and tried to defend agaiiut governments that took the 

‘Effects on consumers budgets of ibe increasing el gibility of mass produced 
aiiides are enhanced by the price dtSerence between ihetn and the corresponding 
custom made articles which incrcasea owing to the increase in wages pan passu 
s-ith the decrease in the relative detnbilMT of the falter the capitalist process 
deiDocralites consumption , 

♦ Seafaritij n necessary living is not necessary" Inscription on an old house 
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short run view « ^Vith the decline o£ the drmng power supplied by 
the family mouve, the businessman’s time horizon shrinU, roughly, to 
his life expectation And he might now be less willing than he was 
to fulfill that function of earning saving and investing e\en if he saw 
no reason to fear that the results would but swell his tax bills He drifts 
_^nto an anti saving frame of mind and accepts ivith an increasing 
< readiness anti saving theories that are indicative of a short run 
philosophy 

But anti sating theories are not all that he accepts With a different 
attitude to the concern he works for and with a different scheme of 
private life he tends to acquire a different view of the values and 
standards of the capitalist order of things Perhaps the most striking 
feature of the picture is the extent to which the bourgeoisie, besides 
educating its own enemies, allows itself in turn to be educated by them 
It absorbs the slogans of currtiu tadtcahsm and seems quite willing 
to undergo a process of coniersion to a creed hostile to its sery exist 
ence Haltingly and grudgingly it concedes in part the implications of 
that creed. This would be most astonishing and indeed very hard to 
explain were it not for the fact that the typical bourgeois is lapdly 
losing faith in his own aeed. And this again becomes fully under 
standable as soon as we realize that the soaal condinons which account 
for Its emergence are passing 

. Thisuverifiedby the sery characteristic manner in which particular 
capitalist interests and the bourgeoisie as a whole behave when faang 
direct attack. They talk and plead— or hire people to do it for them, 
they snatch at every chance "of compromise, they are ever ready to 
gi\e in, they ne>er put up a fight under the Bag of their oivn ideals 
and interests — in this country there was no real resistance anyiihcre 
against the imposition of crushing Bnanaal burdens during the last 
decade or against labor legislation incompatible with the effective 
management of industry Now, as the reader will surely know by this 
time, I am far from overesumaiing the political povver of either big 
business or the bourgeoisie in general Moreover, I am prepared to 
make large allowances for cowaidice But still, means of defense were 
not entirely lacking as yet and history is full of examples of the success 
of small groups who, Mieving in their cause, were resolved to stand 
by their guns The only explanation for the meekness we observe is 
that the bourgeois order no longer makes any sense to the bourgeoisie 
?iseU and that, when all is said and nothing is done, it does not really 
care 

Thus the same economic process that undermines the position of the 
bourgeoisie by decreasing the importance of the functions of enure- 

* It has been said that in economic malten ihe slate Qn take the longer view“ 
But excepting cemm matters outside of part) politics such as conservation of 
natural resources it hardly e>cr does 
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preneurs and capitalists by breaking up protective strata and insti 
tutions by creating an atmosphere ol hostility also decomposes the 
lAotor forces of capitalism from within Nothing else shows so well 
that the capitalist order not only rests on props made of extra-capital 
isi material but also derives its energy from extra-capitalut patterns 
of behavior which at the same time it is bound to destroy 

We have rediscovered what from different standpoints and so I 
believe on inadequate grounds has often been discovered before there 
is inherent in the capitalist system a tendency toward self-destruction 
which m ICS earlier stages may well assert itself m (be form of a 
tendency toward retardation of progress 

I shall not stay to repeat how objemve and subjective, economic 
and extra-economic factors reinforcing eich other in imponng accord 
contribute to that result Nor shall I stay to show what should be 
obvious and in subsequent chapters will become more obvious sul! 
viz that those factors make not only for the desiroction of the capi 
ulist but for the emergence of a sooalut civilization They all point 
in that direction The capitalist process not only destro^ its own 
institutional framework but it also acates the con^iions for another 
Destruction may not be the right word after all Perhaps I should have 
spoken of transformation The outcome of the process a not simply 
a void that could be filled by whatever might happen to turn up 
things and souls are transformed in such a way as to become inereas*'' 
ingly amenable to the socialist form of life \Viih every peg from under 
the capitalist structure vanishes an impossibility of the socialist plan 
In both these respects Marxs mnon was right We can also agree with 
him in linking the particular social transfonnation that goes on under 
our eyes with an economic process as its prime mover IVhat our analy 
SIS if correct diiproves u after all of secondary importance however 
essential the role may be which « plays in »he soaalist credo In the 
end there is not so much difference as one might think between saying 
that the decay of capitalism is due to m success and saying that ii is 
due to Its failure 

But our answer to the question that heads this part posits far more 
problems than it solves In view of wbat is to follow in this book the 
reader should bear in mind 

First that so far we have not learned anything about the kind of 
socialism that may be looming m the future For Nfaix and for mostp 
of his followers — and this was and u one of the most serious short 
comings of their doctrine — soaalism meant just one definite thing 
But the definiteness really goes no further than nationalization of 
industry woufd" carry us and'wicd cfiis an iiraVifrnt'cvariety m'wmumnr 
and cultural possibilities will be seen to be compatible 

Second, that similarly we know nothing as yet about the precise 
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way by which socialism may be expeaed to come except that there 
must be a great many possibilities ranging from a gradual bureau 
cratiiauon to the most picturesque revolution Strictly speaking we do 
not even know whether socialism will actually come to stay For to 
repeat perceiving a tendency and visualizing the goal of it is one 
thing and predicting that this goal will actually be reached and that 
'the resulting state o£ things will be workable, let alone permanent, is 
quite another thing Before humanity chokes (or basks) in the dungeon 
(or paradise) of socialism it may well burn up in the horrors (or glories) 
of imperialist wars * 

Third, that the various components of the tendency we have been 
trying to describe, while everywhere discernible, have as yet nowhere 
fully revealed themselves Things have gone to different lengths in 
different countries but in no country far enough to allow us to say 
with any confidence precisely how far they will go, or to assert that 
their "underlying trend has grown too strong to be subject to any 
thing more serious than temporary reverses Industrial integration is 
far from being complete Competition, actual and potential, » still 
a major factor m any business situation Enterprise is still active, the 
leadership of (he bourgeois group still the pnme mover of the eco- 
nomic process The middle class is still a political power Bourgeois 
standards and bourgeois motivations though being increasingly im 
, paired axe sull alive Survival of traditions— and laTmly ovmership of 
' controlling parcels of stock — still make many an executive behave as 
the owner manager did of old The bourgeois family has not yet died, 
m fact, It clings to life so tenaciously that no responsible politician has 
as yet dared to touch it by any method other than taxation From the 
standpoint of immediate practice as well as for the purposes of short 
run forecasting — and in these things a century is a short run’^ — all 
this surface may be more important than the tendency toward another 
avilization that slowly works deep down below 

* Written in the summer of igj, 

’Thu IS why the facu and arguments presented m this and the two preceding 
chapters do not invalidate my teasohing about the possible economic results of 
another fifty yean of capitalist cvsriution The (hitues may well turn out to have 
been the last psp of capiulisro—ibe likelihood of ihis is of course greatly in 
creased by the current war But apin they may not In any case there are no 
purely economic reasons why capilalisoi should not have another successful run 
which u all 1 wished to establish 
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Can Socialism Work? 



CHAPTER XV 


CLEARING DECKS 


^■^AN soaahsin ■work? Of course it can No doubt is possible about 
that once ^se assume, first, that the requisite stage of industrial 
development has been reached and, second that transitional problems 
can be successfully resolved One may of course, feel very uneasy 
about these assumptions themselves or about the questions whether 
the socialist form of society can be exjrecied to be democratic and, 
democratic or not, how well u is likely to function All that will be 
discussed later on But if we accept these assumptions and discard 
these doubts the answer to the remaining question is dearly Yes 
Before I attempt to prove it, I should like to clear some obstades 
from OUT way We have so far been rather careless about certain defi 
nitions and sve must make up for n now We shall simply envisage 
two types of society and mention others only inadentally These types 
we will call Commercial and Socialist, 

Commeraal society is defined by an institutional pattern of which 
we need only mention two elements private property m means of 
' production and regulation of the productive process by private con 
trjtct (or management or initutise) Such a type of society ts not as a 
rule purely bourgeois, however For as we have seen in Part II an m 
dustnal and commeraal bourgeoisie will in general not be able to 
exist except in symbiosis Viith a non bourgeois stratum Nor is com 
mercial society identical with capitalist society The latter, a special 
case of the former, is defined by the additional phenomenon of credit 
crealion — by the practice, responsible Tor so many outstanding features 
of modem economic life, of financing enterprise by bank credit, i e , 
by money (notes or deposits) manufactured for that purpose But since 
commeraal soaety, as an alternative to soaalism, in practice always 
appears in the particular form of capitalism, jt will make no great dif 
ference if the reader prefers to keep to the traditional contrast be 
tween capitalism and soaalism * 

By soaalist society we shall designate an institutional pattern m 
rWhich the control over means of produaion and over production itself 
is vested with a central authority— or, as we may say, in which, as a 
matter of principle, the economic affairs of society belong to the public 
and not to the private sphere Sodalism has been called an intellectual 
Proteus There are many ivays of defining it— many acceptable ivays, 
that is, besides the silly ones such as that soaalism means bread for 
.67 
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all— and ou« j$ not necesjarily l)ie b«t But (here are some points 
about »t which it may be well for uj to notice braving the danger of an 
indictment on the score of pedantry 
Our definition excludes guild socialism syndicalism and other types 
This IS because what may be termed Centralist Socialism seems to me 
to hold the field so clearly that it would be waste of space to consider 
other forms But if v,e adopt this term in order to indicate the only- 
kind of socialism we shall consider we must be^^careful to avoid a mis- 
understanding Tltc term centralist socialism is only intended to ex 
elude the existence of a plurality of units of control such that eachi 
of them would on principle stand for a distinct interest of its own 
in particular the existence of a plurality of autonomous territorial 
sectors that Viould go tar toward reproducing the antagonisms of 
capitalist society This exclusion of sectional interests may well be 
thought unrealistic Nonetheless it is essential 
But our term is not intended to suggest centralism eilher in the 
sense that (he central authority which we shall alternatively call 
Central Board or Mmistty of Production is necessarily absolute or in 
the sense that all the initiative that pertains to the executive proceeds 
from It alone As regards the first point the board or ministry may 
have to submit its plan to a congress or parliament There may also 
be a superviung and checking auihority->a kind of cour det comples 
that could conceivably even have the right to veto particular deasions. 
As regards the second point some freedom of action must be left and^ 
almost any amount of freedom might be left to the men on the 
spot say the managers of the individual industries or plants Tor 
(he moment I will make the bold assumption (hat (he rational amount 
of freedom is experimentally found and actually granted so that ef 
ficiency suffers neither from the unbridled ambitions of subordinates 
nor from the piling up on the desk of the minister of reports and 
unanswered questions — nor from orders of the latter suggestive of 
Mark Twain s rules about the harvesting of potatoes 
I have not separately defined collectivism or communism The 
former term I shall not use at all and the latter only inadentally with 
reference to groups that call xhemselves so But if I had to use them I 
should make ih-m synonymous with socialism Analyzing historical 
usage most writers have tried to give them d stinct meanings It is 
true that the term communist has (airly consistently been chosen to 
denote ideas more thoroughgoing or radical than others But thej^ 
one of the classic documents of soaahsm is entitled the Communist’ 
Manifesto And the difference of principle has never been fundamental 
— what there is of u is no less pronounced within jhe socialist camp 
tfian u IS as between u and' tfie communist one Bbisdevi^ caiV trtem 
selves communists and at the same time the true and only soaalists 
Whether or not the true and only ones they are certainly soualists 
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I ha%e avoided ihe terms state ownership of or property m natural 
resources plant and equipment This point is of some importance in 
the methodology of the social saences There are no doubt concepts 
that bear no relation to any particular epoch or social world such 
as want or choice or economic good There are others which while m 
their everyday meaning they do bear sudi a relalion have been refined 
•by the analyst to the point of losing it Price or cost may serve as 
examples ^ But there are still others which by virtue of their nature 
cannot stand transplantation and aitvays carry the flavor of a particular 
institutional framework It is extremely dangerous in fact it amounts 
to a distortion of historical description to use them beyond the social 
world or culture whose denizens they are Now ownership or property 
— ^also so I believe taxation-^re such denizens of the world of com 
mercial society exactly as knights and fiefc are denizens of the feudal 
world 

But so IS the state We might of course define it by the entenon of 
sovereignty and then speak of a soaalist siaie But if there 1$ to be 
meat in the concept and not mejely legal or philosophic gas the 
state should not he allowed to intrude into discussions of either feudal 
or 'socialist society neither of <whicb did or would display that divid 
mg line between the private and the public sphere from which the 
better part of ns meaning flows To conserve that meaning with all 
Its wealth of functions methods and attitudes 11 seems best to say 
that the state the product of the clashes and compromises between 
feudal lords and bourgeoisie will form pan of the ashes from which 
the socialist phoenix is to rise Therefore I did not use it in my 
definition of socialism Of course soaalism may come about by an act 
of the state But there is no inconvenience that I can see in saying 
that the state dies m this act — as has been pointed out by Marx and 
repeated by Lenin 

In one respect finally our definmorv agrees with all the others that 
I have ever come across viz in that it turns on an exclusively eco- 
nomic point Every socialist wishes to revolutionize society from the 
economic angle and all the blessings he expects are to come through 
a change in economic institutions This of course implies a theory 
' about social causation — the theory that the economic pattern is tl e 
really operative clement in the sum total of the phenomena that we 
call society Two remarks however suggest themselves 
;» 7 First It has been pointed out in the preceding pan with reference-' 

capMsiism snd niusc now div pomcof oof witA reference to sociaf 
ism that neither for us the observers nor for the people that are to 
put their trust ii\ socialism is the ecbnomic aspect the only or even 

1 Price n modem theory u defined as a mete coeffic ent of transformat on Cost 
in the sense of opportun ty cost u a general logical category We shall however 
soon re um to ih s 
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the most important one In defining as I did I did not intend to deny 
that And in fairness to all the civilized socialists whom I have ever 
met or read it should be stated that the same holds true for them 
that in stressing the economic element because of the causative impor 
tance iheir creed attributes to il they do not mean to suggest that 
nothing IS worth struggling for except bccntcaks and radios There 
arc indeed insufferable stick in the muds who mean precisely that; 
And many who are not stick m the muds will nevertheless in the 
hunt for votes emphasize the economic promise because of its im 
mediate appeal In doing so they distort and degrade their creed We 
will not do the same Instead we will keep in mind that soaalism 
aims at higher goals than full bellies exactly as Christianity means 
more than the somewhat hedonistic values of heaven and hell First 
and foremost socialism means a new culiural world For the sake of 
It one might conceivably be a fervent socialist even though believing 
that the socialist arrangement is likely to btf inferior as to economic 
performance* Hence no merely economic argument for or against 
can ever be decisive however successful rn itself 
But second—what cultural world? ^Ve might try to answer this 
question by surveying the actual professions of accredited socialists 
jn order lo see wheihor a type emerges from them At f nt sight, the 
material seems to be abundant Some socialists are ready enough 
With folded hands and the smile of the blessed on their lips to chant 
the canticle of yusticc equality freedom in general and freedom froto^ 
the exploitation of man by man in particular of peace and love of 
fetters broken and cultural cne gics unchained of new horizons 
opened of new dignities revealed But that is Rousseau adulterated 
with some Beniham Others simply voice ihc interests and appetites 
of the radical wing of trade unionism Still others hovrever are re 
tnarkably rcciceni Because they despise cheap slogans but cannot 
think ol anything else? Because though they do think of something 
else they doubt its popular appeal? Because the/ know that they 
differ hopelessly with their comrades? 

So we cannot proceed on this line Instead we have to face what I 
shall refer to as the Cultural Indetemiinatencss of Socialism In fact 
according to our definition as well as to most othen a society may be 
fully and truly socialist and yet be led by an absolute ruler or be 
organized m the most democratic of all possible wajs it may be aris- 
tocratic or proletarian it may be a theocracy and hierarchic or atheist 
or indifferent as to religion U may be much more strictly discipline 
than men are m a modem army or completely Jacking m discipline 
It may be ascetic or eudemonist m spirit energetic or slack thinking 
■ a' aW- /s’/aw the day sxarJxVe ajod .tuti o naJ-uU nr pf3re 

* The reverse u also true c( course one la gftt concede the eeonom c cla ms made 
on behalf of socialism and yet hate it on cuUu al grounds 
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ful and internationalist, equalitanan or the opposite, it may have 
the ethics of lords or the ethia of slaves its art may be subjective or 
objective,® its forms of life individualistic or standardized and — 
what for some of us would by itself suffice to command our allegiance 
or to arouse our contempt — it may breed from its supernormal or 
from us subnormal stock and produa supermen or submen ac- 
fcordingly 

Why IS this so? Well, the reader may have his choice He may say 
either that Marx is wrong and that the economic pattern does not 
determine a avihzation or else that the complete ecoilbmic pattern 
would determine it but that, without the aid of further economic 
data and assumptions, the element that constitutes soaalism in our 
sense does not We should not have fared any better with capitalism, 
by the way had we tried to reconstruct m cuhural world from nothing 
but the facts embodied m our definition of it We have in this case 
no doubt an impression of deienninaieness and find it possible to 
reason on tendenaes in capitalist civilization But this u oaly because 
we have a historic reality before us that supplies us with all the addi- 
tional data we need and vta factt excludes an infinite number of 
possibilities 

We have, however, used the word determinateness in a rather strict 
and technical sense and, moreover, with reference to a whole cultural 
* world, Indeterminateness in this sense 1 $ no absolute bar to attempts 
at discovering certain features or tendencies that the socialut ar 
rangement as such may be more likely to produce than others, espe 
aally features of and tendencies in particular spots of the cultural 
organism Nor is it impossible to frame reasonable additional assump- 
tions This much IS obvious from the above survey of possibilities 
If, for instance, we believe as many socialists do— wrongly as I think 
— that wars are nothing but one of the forms of the conflict of capi 
talist interests it readily follows that soaalism would be pacifist and 
not warlike Or if we assume that socialism evolves along with, and 
IS inseparable from, a certain type of rationalism we shall conclude 
that It IS likely to be Irreligious if not ami religioui We shall our 
selves try our hand at this game here and there although in the mam 
we had better yield the floor to the only truly great performer in that 
field, Plato But all this does not do away with the fact that soaalism 
IS indeed a cultural Proteus and that its cultural possibilities can be 
'blade more definite only if we resign ourselves to speaking of speaal 
csS'Ss fttekea the soctaAst gentts— eacft of which to 6e sure wiff be 
the only true one for the man who stands for « but any one of which 
may be in store for us 

Paradoxical as u sounds individoalisRi and socialism are not necessarily op 
posites One may argue that the sooaltst form o( organization will guarantee truly" 
individualistic realization of personality This would in fact be quite in the 
Manuan line ’ 



CHAPTER XVI 


THE SOCIALIST BLUEPRINT 


F irst of all we must see whether or not there is anything wrong 
with the pure logic of a soaalut economy For although no proof 
of the soundness of that logic will ever convert anyone to socialism 
or in fact, prose much for socialism as a practical proposition proof 
of logical unsoundness or even failure m an attempt to prove logical 
soundness would in itself suffice to convict it of inherent absurdity 
hfore precisely our question may be formulated as follows given 
a soaal\st system of the kind envisaged is it possible to derive, from 
Its data and from the rules of rational behavior, uniquely determined 
decisions as to what and how to produce or, to put the same thing 
into the slogan of exact economics do those data and rules under 
the circumstances of a socialist economy, yield equations which are 
independent, compatible— i e , free from contradiction—and sufficiene 
in number (o determine'untquely the unknowns of the problem before 
the central board or ministry of production? 

1 The answer is in the affirmative There is nothing wrong with' 
the pure logic of soaalum And this is so obvious that it would not 
haie occurred to me to insist on it were it not for the fact that it has 
been denied and the still more curious fact that orthodox sooalms 
until they were taught their business by eronomnis of strongly 
bourgeois views and sympathies failed to produce an answer that 
would meet scientific requirements 
The only authority standing for denial that we need to mention is 
Professor L son Mises' Starting from the proposition that rational 
economic behavior presupposes rational «>st calculations hence prices 
of cost factors hence markets which price them he concluded that 
m a socialist society since there would be no such markets the beacon 
lights of rational production would be absent so that the system 
would have to function in a hapbasard manner if at all To this and 
similar criticisms or perhaps to some doubts of their own the ac 
credited exponents of socialist orthodoxy had at first not much to 
oppose except the argument that the socialist management would bfe 
able to start from the system of values evolved by its capitalist prede- 
cessor — ^which IS no doubt relevant for a discussion of practical diffi 
cuUies but not at all for the question of prinaple — or a paean on the 
VH s paper published in igio is now available in English see Cotleclnnsi Eeo 
nom c Planmng (E A von Ha^ck ed 1955) Also see hu Gemeinuiirlscfca/l Eng 
Iish itanslation under the uile Socioiufn (1937) 
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miraculous glories of their htaven, m which it would be easy to 
dispense altogether with capitalist incks hhe cost rationality and m 
which comrades would solve aD problems by helping themselves to 
the bounties pouring forth from soaal stores This amounts to accept 
ing the criticism, and some socialisu actually seem to do so fven today 
The economist who settled the question in a manner that left little 
.,^0 ao except elaboration and the clearing up of points of secondary 
^importance, was Enrico Barone to whose argument I refer readers 
who want a rigorous demonstration * Here a brief sketch will suffice 
Viewed from the economists standpointj production — including 
transportation and all operations inadent to marketing — is nothing 
but the rational combination of the existing factors within the 
constraints imposed by technological conditions In a commeraal 
society the task of combining factors involves buying or hiring them 
and ^ose individual incomes which are typical of such a society 
emerge in this very process of buying or hiring That is to say, the 
production and the distribution of the social product are but dif 
fe’ert aspects of one and the- same process that affects both simul 
taneously Now the most imporunt logical— or purely theoretical — 
difference between commercial and socialist economy is that in the 
latter this is no longer so Since puma fac e there are no market 
salues of means of production and what u still more important, since 
the prinaples ohsocialist society would not admit of making (hem 
'^the criterion of distribution even if they did exist, the distributive 
automatism of commercial society is lacking in a socialist one The 
void has to be filled by a political act, let us say by the constitution of 
the cominonweahh Distribution thus becomes a distinct operation 
and in logic at least is completely sciered from production This 
political act or decision would have to result from and in turn go a 
long way toward determining the etxmomic and cultural character 
* Upviaid oI a eoira ecOTiORi(»u bad hinted at the tolution belore Barone 
Among them were such authoniies as F von 'Veeser (in his Natural Value 1893 
German onginal 1889) and Pareto (Coorj diconomie pohtique vol ii 1897) Both 
perceived the fact that the fundamental logic of economic behavior is the same 
in both commercial and soaalisi soaety Irom which the solution follows But 
Batwie a follower of Pareto was the fim to work, it out Set his papers entitled 
n Ministro della Produzione nello Stato Colletuvista Ciomafe degU Economistt 
1908 English translation included in the volume Collectnnst Econontjc Planning 
mentioned in the preceding note 

It IS neither possible nor necessary 10 do justice to the nch crop of later work 
7 will only mention as parucularly imporunt in one way or another Fred 
"Baylor The Guidance of Production in a Soaalist Suie American Eco- 
nomic Review March 19*9 K Twch nntschaftsrechnung und Verteilung ini 
Mttalutwchen Gemeinwesen 1931 H Zassenhaus Theorie der Planwiriscbaft" 
Z^chnft Jut Nationdlokonomie igji especially Oskar Lange On the Economic 
Tb«ry of Soaalism " Review of Econonue Studiet 1936/7 republished as a book 
in Lange and Taylor same title 1938 and A P Lemer whose articles will be re 
fened to in a later footnote 
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of the society its behavior aims and achievements but n would be 
completely arbitrary when viewed from the economic standpoint As 
has been pointed out before the commonwealth may adopt an cquali 
tanan Jule — and this again in any of the many meanings that may 
be associated with equahtartan ideals — or admit inequalities to any 
desired degree It might even dutribute with a view to producing 
maximum performance m any desired direction — a particularly in' 
lerestirg case It may study the wishes of individual comrades or 
resolve to give them whal some authority or other ihmts best for 
them the slogan to everyone according to hu needs might carry 
either meaning But some rule must be established For our purpose 
It Will be sulhcient to consider a very special case 
s Suppose then that the ethical persuasion of ouc socialist com 
monwealth is thoroughly equahunan but at the same time prescribes 
that comrades should be free to choose as they please among all the 
consumers goods which the ministry is able and willing to produce — 
the community may of course refuse to produce certain commodities 
alcoholic beverages for instance Funhermore let us assume that the 
particular equafitarian idea! adopted is satisfied by handing out to 
every per 30 n--<hjldren and possibly other individuals counting for 
fractional persons as the competent authonty may decld^— a voucher 
representing his or her claim to a quanuty of consumers goods equal 
to the social product available in the current period of account, 
divided by the number of ciaimanu all vouchers to become valuelesr 
at the end of that period These vouchers can be visualized as claims 
to the Xth part of all food clothing household goods houses motor 
can movie plays and so on that have been or are being produced 
for consumption (for the purpose of being delivered to consumen) 
during the period under conuderation It is only to avoid a complex 
and unnecessary mass of exchanges that would otherwise have to take 
place among the comrades that we express the claims not m goods 
but by equal amounts of conveniently chosen but meaningless units — 
we can call them simply uniu or^’meons or suns or even dollars — 
and rule that units of each good will be handed over against the 
surrender of a stated number of them These prices charged by the 
soaal stores would under our assumptions have always to fulfill the 
condition that each of them multiplied by the existing quantity of 
the commodity to which tt refers they add up to the otherwise arbi 
tiary total of the comrades claims But the ministry need not fix thp' 
individual prices except by way of initial suggestions Given the 
tastes and the equal dollar incomes comrades will reveal by their 
reaction to these initial suggestions at what prices they are ready to 
take the whole social product save those articles that nobody cares 
to have at all and the ministry will then have to accept those prices 
if u wishes to have the stores cleared. This will accordingly be done 
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and the principle of equal shares will be thus earned out m a very 
plausible sense and in a uniquely determined way 

But of course this presupposes that a definite quantity of every good 
has already been produced The real problem, the solvability of which 
has been denied, xs precisely how this can be done rationally, i e , m a 
way which will result m a maximum of consumers’ satisfaction* sub- 
f'ject to the limits imposed by the available resources, the technological 
possibilities and the rest of the environmental conditions It is clear 
that decision on the plan of production by, say, a majority vote of 
the comrades would entirely fail to fulfill this* requirement because 
m this case certainly some people and possibly all the people would 
not get what they want and what it would still be possible to give 
them without reducing the satisfaction of others It is, however, 
equally dear that economic rationality in this sense can be attained 
in another way For the theorist this follows from the elementary 
proposition that consumers in evaluating ( demanding ) consumers' 
goods ipio facto also evaluate (he means of production wjhich enter 
into the production of those goods For the layman proof of the 
possibility of a rational plan of produaion in our socialist society 
can be supplied as follows 

3 To facilitate matters sye will assume that means of production are 
present in given and, for the moment, unalterable quantities Now 
let the central board resolve itself into a committee on a particular 
'industry or, still better, let us set up an authonty for each industry 
that IS to manage it and to cooperate with the central board which 
controls and coordinates all these industrial managen or managing 
boards This the central board does by allocating productive resources 
— all of which are under us control — to these industrial managements 
according to certain rules Suppose the board rules that industrial 
managements can have any quantities of producers goods and services 
they choose to call for subject to three conditions First, they must 
produce as economically as possible Second, they are required to 
transfer to the central board, for every unit of each producers good 
and service called for, a stated number of those consumers dollars 
which they have acquired by previous deliveries of consumers goods — 
we might just as well say that the centra] board declares itself ready 
to "sell ' to any industrial management unlimited quantities of pro- 
ducers’ goods and services at stated ' prices ’ Third, the managements 
'If modem iheoruts should object to this turn of phrase let me entreat them 
10 consider (ne amount dl entirely unnecessary circumlocution that more correct 
phrasing would involve without offering for the purposes of this argument any 
compensatory advantage ' 

'This IS not to say that it would not fulfill requirements from the standpoint of 
another denniiion of rationality No assertion is being made here about how the 
arrangement under discussion compares with others Something will be said about 
this presently 
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arc required to call for and to use such quantities as (and not less 
than) producing in the most economical manner, thej can use with 
out having 10 sell any part of ihcir products for Jess “dollars ' than 
they have to transfer to the central board for the corresponding 
amounts of means of production In more technical language, this 
condiiion means that production in all lines should be such as to 
nake prices equal (not merely proportional) to marginal cosu ‘ 

*Thu ptmople hhith follov.i from the genenl logic of choice was not uni 
I'erwilj' acrepietl uniii Sir A P Lemer tir«icd fl and fought for jj in f number 
of notes and papers loMily in ihe ttmeta of Economie Studui (also in ihe £co 
nomic fouTtial ^piember 19J7) which tonsmote an Important coniribuiion to 
Ihe theory ot the tocialiti economy and to which I take this opportunity of dravy 
Ing the leader a attertion It 11 alio correct ai a propoiiiion of that logic of choice 
to lay ihai the above condition ahoutd prevail over the rule of equaling pricer 
10 total cent per unit whenever it conflicts with it. But the relation between them 
hai been lomewhat obscured by a confusion diRerent things and calls for some 
clarification 

The concept of marginal cost meaning (he (ncrereent of total cost that must 
be incurred If production is to be locreased by a amall amount u indeienninate 
IS long as we do not relate It to a dcflnne period of time Thus if ihe quesiion 
is whether or not to transport an addukmal passenger by a train thal would 
run in any ease margiruf coat lo 6e considered night be tero and at all events 
if very small Tha may be eapresaed by nyiog that from the itandpoim of a 
very short period— an hour or a day oe even a week— pratneally everything 11 
overhead, even lubricanu and coat and that overhead does not enter into raai 
ginat cost Out the tonger the period envisaged the more tost elements enter 
marg nal cost first all (hai are usually eotitptitei in the concept of prime ceit' 
and after them more and more of what She busmesiman calls overhead until tor 
the very long run or from the standpoint of planning an as yetSion existent in 
dustiial unit nothing (or practicatly nothing) is leii In the category of overhead 
and ereryifting including depreetalion has co be taken into account in figuring 
out marginal cost so far as this principle is not modified in the case of some 
factors such as a railroad track by (he (echnological fact that they are available 
or usable only in very bg units ("mdivisibluy') Marginal cosu should hence 
always be distingubhed from (marginal) prime ctnia 

Now we often associaie the condition under d scussion with the rule that the 
socialiii — just like the capitalist — managementi should at any point of lime let 
bygones be bygones if they are lo a« rationally that is to say that in their de 
cisions they are not to lake account of (he book values of vxiriing investments 
But this is only a rule for short run behavior iri a given situation It does not mean 
that they are to neglect ex onfe those element! thal wilf cryiuliue Into fixed costs 
or overhead To neglect these would spell irrational behavior with respect to the 
labor hours and units of tiatural resources that go into the production of ihe 
overhead whenever there is an aftenutive use for them But to take account of 
them will in general imply equating pn«s 10 tout cost per unit of product as long 
as things develop according 10 plana and since exuptions are mainly due lo ih^ 
technologicat obstacle to rationality lepresented by indivisibility or to deviations 
of Ihe actual course of events from the plans, the logic of these plans is after all 
not badly expressed by the Utter ptmdple Though in a ihori run situation it 
may be ihe most rat onal thing 10 do n la yet never pail of that logic to operate 
an industry at a defic t Th s is impoilant to note for two reasons 

First It hr* irecn denied It has even been juggesied thal welfare would (le.. in 
the long run) be increued if prices were alsmyi equated to jhori nin marginal costs 
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The task of each industrial board is then uniquely determined 
Exactly as today every firm in a perfectly competitive industry knows 
■whai and how much to produce and how to produce it as soon as 
technical possibilities, reactions of consumers (their tastes and in 
comes) and prices of means of production are given so the industrial 
managements in our socialist commonwealth would know what to 
Tproduce how to produce and what factor quantities to buy from 
the central board as soon as the lauers prices are published and 
as soon as the consumers have revealed their demands 

In a sense these ‘ prices unlike the prices of consumers goods 
are unilaterally set by the central board We may also say however 
that industrial managers display a uniquely determined demand' 
for the producers goods much as consumers do for consumers goods 
All we still need to complete our proof is a rule conforming to the 
maximum criterion for that price fixing acuvity of the central board 
But this rule is obvious The board has simply to set a single price 
on every kind and quality of producers goods — if the board dis 
criminates 1 e charges different prices for the same kind and quality 
to different managements tbu would m general* have to be justified 
on non economic grounds— and to see to it that that 'price exactly 
clears the market, le. that no unused quantities of producers 
goods remain on its hands and that no additional quantities are called 
at those ‘prices' This rule will normally suffice to insure rational 
cost accounting, hence economically rational allocation of productive 
resources— for the fomer is nothing but a method of insuring and 
verifying the latter — hence rationality of the plan of production in 
socialist societies Proof follows from the consideration that as long as 
this rule is being observed no elemgnt of productive resources can be 
diverted to any other line of production without causing the destruc 
tion of as much (or more) consumers’ values, expressed m terms of 
consumen’ dollars, as that element would add in its new employ 

excluding depTcaauon and that overhead (say the a«t of a bridge) should be 
financed by taxation Our rule as given in the text does not mean this and it 
ivould not be a rational thing to do 

Second in a detree of March 1936 the Russian central authority abolishing for 
a number of industries the system of subsidies uU then in force prescribed that 
prices should be regulated so as to equate avenge total cost per unit plus an 
addmon for aecumulauon For the first pan of the rule it may be sa d that though 
not strictly correct jt differs less from the correct one than incorrect formulauons 
bf the latter might lead one to suppose Bw the Utter that the obvious objection 
to It IS much weakened as soon as we lake into account the conditions or necessi 
ties of rapid development— the reader will recall the argument submitted in 
Part n for the capitalist case— and that n is quite conceivable that the Soviet gov 
ernment was right bolft in embarking upon its policy of subsid es which amounted 
to^^nang investment at a loss jind in partly abolishing the practice in 1936 
There ate extepuons to this whidi ate ol importance hut do not affect the 
driit of our argument 
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ment This amounts to sayin;; (hat production is being carried in all 
directions open in the general conditions of the society s environment 
as far as and no farther than it rationally ^n be, and completes our 
case for the raiionahty of socialist planning in a stationary process of 
Tconojnic I fc >n which cicrything is correci]Y lorezeen and repeats 
Itself and m whi h nothing happens to upset the plan 
4 But no great dilhculties arise if we go beyond the precincts of" 
the theory of the stationary process and admit the phenomena incident 
to industrial change So far as economic logic u concerned it cannot 
be held that soaalism of the kind envisaged while theoretically 
capable of coping with the recurrent tasks of the administration of a 
stationary economy would necessarily fail in the solution of the prob- 
lems presented by progress We shall ice later why it is nevertheless 
important for the success of a socialut soaety that it should embark 
upon Its career not only as richly endowed as possible by its capitalist 
predecessor — with experience and techniques as well as wiih resources 
—but also after the latter has sown lU wild oats done its work and 
IS approaching a stationary suie But the reason for it is not jn any 
inability of ours to devise a rational and uniquely determined course 
for the socialist society to take whenever the opportunity for an im 
protement in the induitrial apparatus presenit tiseU 
Suppose that a new and more eiScient piece of machinery has been 
designed for the productive process of industry X. Jn order to exdud^ 
the problems incident to the financing of investment— to be consid^ 
ered presently— and to isolate a distinct set of phenomena we will 
assume that the new machine can be produced by the same plants 
which thus far produced the less efficient one and at exactly the same 
costs in terms of productive resources The management of industry 
X in obedience to the fint clause 6f its iiutruction — vir the rule to 
produce as economically as possible — ^will adopt the new machine and 
thus produce the same output with a smaller amount of means of 
production than heretofore Consequently it would henceforth be in 
a position (o transfer to the ministry or central board an amount of 
consumers dollars smaller than the amount received from consumm 
Call the difference as you please for instance D or a shovel or 
profits The management would it a true violate the condition 
set by the third clause of its instruction if it realized that profit and 
if u obeys that clause and immediately produces the greater amount 
now required in order to satisfy that condition those profits will neve^ 
emerge But their potential existence in the calculations of the man 
agemeni ts quite sufficient to make them fill the only function they 
would .haw ii.odA*’ rvur .axsmqntmn vu. the function of indicatinjt 
m a uniquely determined manner the direction and extent of the 
reallocation of resources that it is now rational to carry out 

If at a t me when the available resources of the society are fully 
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employed in task ol providing a given level o£ consumption, an 
improiement — such as a new bridge or a new railway — which requires 
the use of additional factors or, as we may also say, additional invest- 
ment suggests Itself, the comrades would either have to work beyond 
the hours which so far we have assumed to be fixed by law or to 
restrict their consumption or both In this case our assumptions, 
.-framed for the purpose of solving the fundamental problem in the 
' simplest possible way, preclude an ‘ automatic solution, i e , a deci 
Sion at which the central board and the industrial managements 
could arrive merely by passively following within the three rules, the 
guidance of objective indications But this of course is a disability of 
our schema and not of the socialist economy All we have to do if we 
wish to have such an automatic solution is to repeal the law invalidat 
ing all claims to consumers goods that are not used during the period 
for which they are issued to renounce the principle of al^olute 
equality of incomes and to grant power to the central board to offer 
premiums for overtime and — what shall we call it? — well, let us say 
saving The condition that possible improvements or investments be 
undertaken to such an extent that the least tempting one of them 
would yield a ' profit equal to the premiums which have to be offered 
in order to call forth the amounts of overtime or saving (or both) 
required for it, then uniquely determines all ihe new variables that 
our problem introduces provided oiertime and saving are in the 
relevant interval single valued functions ol the respective premiums^ 
The "dollais that are handed out m discharge of the latter may 
conveniently be assumed to be additional to the income dollars issued 
before^ The readjustments this would impose in various directions 
need not detain us ' 

But this argument about investment makes it still clearer that the 
schema which seemed best adapted to our particular purpose is neither 
the only possible blueprint of a soualist economy, nor necessarily th^ 
one that would recommend nself to a socialist society Socialism need 
not be equalitanan but no amount of inequality of incomes that we 
could reasonably expect a socialist soaeiy to tolerate is likely to pro- 
duce the rate of investment that capitalist society produces in the 
average of cyclical phases Even capitalist inequalities are not sufficient 
for that and they have to be reinforced by corporate accumulation 
and ‘ created ’ bank credit, methods which are not particularly auto- 
-.^atic or uniquely determined either It, therefore, a socialist society 
•’7^ pjtnWair n.' siWuiV de tfifsenai snsn wicA rrew investment Siicfi 
imesttnent as is currently needed in order to keep a sl-Hionary process going can 
and would be provided for exactly as are all other cost items In particular there 
would be no interest I may take Ihe opportunity to observe that ilie altitude of 
aoaalisis icn^ard the phenomenon of interest is not uniform St Simon admitted 
It almost as a matter of course Kfarx excluded it from soaalist society Some mod 
em soaalists agam admit it Russian pnctioe admits n 
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desircj to achieve a similar or even greater rate of real investment— 
of course u need not — methods other than saving v,ould have to be 
resorted to Accumulation out of profits which could he allowed to 
matcnalizc instead of remammg potential only or as suggested above 
something analogous to credit creation would be quite feasible It 
would be much more natural howeser to leave tlic matter to the 
central board and the congress or parliament who between them 
could settle It as part of the sooal budget while the sofe on the 
automatic part of the society t economic operations would be purely 
formal or p-ihaps supervisory in character the vote on the investment 
Item — at least on its amount — would involve a real decision and stand 
on a par with the vote on army estimates and so on Coordination of 
this decision with the automatic decisions about the quantities and 
qualities of individual consumers goods would not present any in 
surmountable difficulties But m accepting this solution we should 
renounce allegiance to the basic principle of our schema in a very 
important point 

Other features of our blueprint can be altered even within its gen- 
eral framework For example with a eondiiional exception as to 
overtime I ha>e not left it to the indmdual'^omrades to decide how 
much work they are going to do though as voters and m other ways 
they may have as much influence on this decision as they have on the 
distribution of incomes and so on Nor have 1 allowed them more 
freedom of choice of occupation than the central board within the- 
requirements of its general plan may be able and willing to grant 
them The arrangement may be visualized by means of the analogy 
with compulsory military service Such a plan comes fairly close to 
the slogan to everyone according to hn need eieryone to coninbuie 
according to his apiitude — or at all events it could with only minor 
modifications, be made to confoim to it But instead v.e may also 
leave it to the individual comrades to decide how much and what 
kind of work they are to do Rational allocation of the working 
force would then have to be attempted by a sysi“m of inducements*— 
premiums again being offered in this case not only for overtime but 
for all work so as to secure everywhere the offer of labor of all 
types and grades appropriate to the structure of consumers demand 
and to the investment program The-c premiums would have to bear 
an obvious relation to the attractiveness or irksomeness of each job" 
and to the skill that must be acquired in order to fill it hence aJsJT' 
to the wage schedule of capitalist soaety Though the analogy between 
the laitcr and such 3 socialist system of premiums should not be 
pushed too far we might speak of a labor market Insertion of this 
piece of mechanism would of course nuke a great deal of difference to 
our blueprint But it would not affea the determmaieness of the 
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socialist sptem Its formal rationality vould in fact stand out sull 
more strongly 

5 So ViOuld that family likeness between commercial and socialist 
economy T>hich the reader cannot have failed to notice all along Since 
this resemblance seems to base given pleasure to norv-socialists and 
some socialists and to have annoyed other socialists it is just as v^ell 
,10 restate expliady in what it consists and to vshat it is due It will 
' then be seen how little reason there u for either the pleasure or the 
annoyance In trying to construct a rational schema of a soaalist 
economy we have made use of mechanisms and concepts traditionally 
speafied by terms that are familiar to us from our discussions of the 
processes and problems of cannalist economy We have described a 
mechanism which is immediately understood as soon as we utter the 
words market buying and selling competing and so on We 
seem to have used or barely avoided using such terms savoring of 
capitalum as prices costs incomes and even profits while rent inter 
est, wages and others money among them hav** as it were hovered 
about our path 

Let us consider what to roost sooalists would cenamly seem to be 
one of the worst cases that of rent meaning thereby returns from the 
productive use of natural agents let us say land Our schema evi 
dently cannot imply that ground rent would be paid to any land 
holders ‘What then does it imply? Simply that any kind of land which 
u not plentiful beyond all requirements in the calculable future must 
be used economically or allocated rationally exactly like labor or any 
other type of producuve resources and that for this purpose n must 
receive an index of economic significance with vvhi^ any new use 
that may suggest itself roust be compared and by means of whidi the 
land enten the social bookkeeping process Jf this were not done the 
commonwealth would be behaving irrationally But no concession to 
capitalism or to the spint of capitalism is implied in doing it All that 
IS commeraal or capitalist about ground rent in both its economic and 
Its soaological assocutions and all that can possibly be sympathetic 
to the advocate of private property (private income ihe landlord and 
so on) has been completely removed. 

The ' incomes with which we endowed the comrades at the start 
arc not wages In fact they would on analy-sis be seen to be composites 
of disparate economic elements of which one only could be linked to 
'Jjargmal produciivuy of labor The premiums which v\e introduced 
later have more to do wnth the vvages of capitalist soaety But the 
counterpart of the latter really exists nowhere except m the books of 
the central board and again consists in. a mere index of significance 
assoaated for the purposes of rational allocation with every type and 
grade of labor — an index from which has vanished a whole bundle 
of meanings that pertain to the capitalist world. In passing we may 
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obscnc lhal since we can call as we please the units into which we 
split the VDuclicrs that /cprcscni the comrade s claims to consumers 
goods V.C can also call them hours of labor And since the total num 
her of these units is — within the Iimiu set by convenience — no less 
arbitrary we could make it equal to the hours actually worked, adjust 
ing all kinds and grades of labor to some standard quality in the 
Ricardo-Marxian way Finally our commonwealth can adopt, just as 
well as any other, the principle that •incomes ’ should be proportional 
to the houn of standard work contributed by each comrade Then we 
should have a system of labor notes And the interesting point about 
It IS that barring technical diflicuhics which do not concern UJ now 
such a s)stcm would prove quite workable But it is easy to see why 
even then these incomes would not be ’ wages ' It is no less obvious 
that the workability of such an arrangement docs not prove anything 
for the labor theory of value 

It IS hardly necessary to perform the same operation on profits, 
interest, prices and costs The cause of that family likeness is by now 
clearly visible without doing so our socialism borrows nothing from 
capitalism but capitalism torrows much from the perfectly general 
logic of chotec Any rational behavior must of course display ceriain 
formal similarities with any other rational behavior and It so happens 
that m the sphere of economic behavior the molding influence of 
mere rationality goes pretty far at least wnh regard to the pure 
theory of ii The concepu which express the behaviorm pattern are^ 
then drenched with all the particular meanings of a hutoncal epoch 
and will tend to retain, in the laymans mind the colors thus ac 
quired If our historical acquaintance with economic phenomena had 
been made in socialist environments we should now seem to be bor 
rowing socialist concepts when analyzing a capitalist process. 

So far, there is nothing for capitalist minded economists to con 
gratulaie themselves on in the discovery that socialism could after all 
only use capitalist mechanisms and categories There should be as 
little reason for socialists to objea For only the most naive mind can 
feel disappointed at the fact that the sooalm miracle does not create 
a logic of us own and only the crudest and most stupid variants of 
the socialist creed can be endangered by any demonstration to that 
effect — those variants according to which the capitalist process is 
nothing but a wild jumble without any logic or order at all Reason 
able people of both persuasions can agree on such resemblance « 
there is and remain just as far apart as ever But an objection on tf* 
score of terminology might remain it may be argued that it is not 
convenient to use terms loaded with adventitious yet very important 
meaning which not everyone can be trusted to discard Moreover we 
must not forget that one may accept the result arrived at about the 
essential sameness of the economic It^c of socialist and commercial 
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producuon and )et object to the parucular schema or model by 
means of which we have arrived at tt (sec below) 

This IS not all howeier Some socialist as fill ^ non-soaahst 
economists hate been not only willing but anxious to recognue a 
particularly strong family likeness between a socialist economy of 
the type envisaged and a commercial economy of the perfectly com 
petitne type tVe might almost speak of a school of soaalist thought 
that tends to gionfy perlect cowipetiuon and to advocate soaahsm 
on the ground that it oSers the only method by which the results of 
perfect competition can be atiamed in the modera world. The tactical 
advantages to be reaped by placing oneself on this standpoint are 
indeed obvious enough to explain what at first sight looks like sur 
prising broad mindedness A competent socialist who secs as clearly 
as any other economut all the weaknesses of Marxian and of popular 
arguments can thus admit whatever he feels should be admitted wnth 
out compromising his convictions because the admissions refer to a 
histoncal stage that (so far as u ever did exist) « safely dead and 
buned he is enable^ by judiaously confining his condemnatory 
verdict to the non-competmve case, to lend qualified support to some 
indictments such as that in modem capitalism production is for profit 
and not for the cotuumptioa of the people, which oiherwue would 
be merely sUly, and he can baffle and puatle good bourgeois by telling 
them that soaahsm will only do what they really wanted all along 
\ and what iheir own economic ulemas always taught them But the 
analyuc advantages of stressing that family likeness are not equally 
great® 

As we have already seen, the bloodless concept of perfect competi 
lion that econonuc theory has framed for ils purposes turns on 
whether or not individual firms an, by their smglehanded action, 
influence the prices of their products and of their cost factors If they 
cannot — that is, if each firm is a mere drop in an ocean and therefore 
has to accept the prices that rule in the market — the theorist speaks of 
perfect competition And it can be shown that lU this case the mass 
effect of ihe passive reaction of all individual firms wiU result m 
market prices and volumes of output displaying certain formal prop- 
erties that are similar to those of the indices of economic sigmficance 
and volumes of output in our blueprint of a socialist economy How 
ever, in all that really matters — m the principles governing the forma 
Uon of incomes, the selection of industrial leaders, the alloation of 
smuative and responsibility, the definttion of success and failure— in 
everything that consiiluies the physiognomy of competitive apital 
ism the bluepnnt is the very opposite of perfect competition and 
much further removed from it Umn from the big business type of 
apualism ' ^ 

•See ch. vui. 
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Though I do not think therefore that our blueprint can be objected 
to on (he ground that u is bommed from commercialism or that it 
wastes socialist oil in order 10 anoint that unholy thing, I am yet 
much in sympathy with those soaahsts who object to it on other 
grounds I have, it is true, pointed out myself that the method of 
constructing a ’ market” of consumers’ goods and of orienting produc 
tion according to the indications derived from it will come nearer 
than any other, for instance the method of decision by majority vote, 
to giving each individual comrade what he wants — there exists no 
more democratic institution than a market — and that in this sense 
It will result in a ’maximum of satisfaction’ But this maximum is 
only a short run one* and, moreover, is relative to the actual desires 
of the comrades as they are fell at the moment Only outright beef 
steak socialism can be content with a goal such as this I cannot blame 
any soaalist for despising it and dreaming of new cultural forms for 
the human clay, perhaps of a new day withal, the real promise of 
socialism if any, lies that way Socialists who are of this mind may 
still allow their commonwealth to be guided by the comrades* actual 
tastes in matien that present no other than the hedonist aspect But 
they will adopt a Gosplan not only, as we conditionally did ourselves 
for their investment policy but for alt purposes that do present other 
aspects They may still let the comrades choose as they like between 
peas and beans 'TTiey may well hesiute as to milk and whisky and 
as to drugs and improvement of housing And they will not allows 
comrades to choose between loafing and temples— if the Utter be 
allowed to stand for what Cermans inelegantly but tellingly call 
objective (manifestations of) culture 
6 li 18 therefore necessary to ask whether, if we jettison our ‘mar 
kets rationality and detennmaieness do not go overboard also Th% 
answer is obvious There would have lo be an authority to do the 
evaluating 1 e , to determine the indices of significance for all con 
sumers goods Given lU system of values, that authority could do 
this in a perfectly determined manner exactly as a Robinson Crusoe 
can And the rest of the planning process could then run its course, 
much as it did in our original blueprint The vouchen, prices, and 
the abstract units would still serve the purposes of control and cost 
calculation although (hey would lose their affinity to disposable in 
come and its units All the concepts that denVe from the general 
logic of economic action would turn up again 
Any kind of centralut soaalism therefore, can successfully dea? 
the first hurdle — ^logical definiteness and consutency of soaalist plan 

*U u however ^ provable maximum and as such establishes the economic ration 
alily of that type of socialism exactly as the competitive maximum estabhibes the 
ntionslity of competitive economy And in Reiefter case does this mean very much 
^This u perhaps why Marx showed considerable interest in Crusoe economics 
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^^,ng_and we may as well negouate the next one at once It consists 
o£ the * practical impossibility on which, it seems, roost anti soaalist 
economists are at present inclined to retire after having accepted 
defeat on the purely logical issue They hold that our central board 
would be confronted with a task of umnanageable complication,** 
and some of them add that in order to function the socialist arxange- 
ment would presuppose a wholesale reformauon of souls or of be- 
havlor — whichever way we prefer to style it — ^which historical expe- 
rience and common sense prove to be out of the question Defemng 
consideration of the latter point we can easily dispose of the former 
First, a glance at our solution of the theoretical problem will satisfy 
the reader that it is eminently operational that is to say it not only 
establish^ a logical possibility but m doing so also shows the steps 
by which this possibility can ^ realized in practice This holds even 
if, in order to face the issue squarely we require that the plan of 
production be built up ab ovo, 1 e without any previous experience 
as to quantities and values and on no other basis to start from than a 
survey of the available resources and technologies and a general 
knowledge about what kind of people the comrades are Moreover it 
must be borne m mind that under modem conditions a socialist 
economy requires the existence of a huge bureaucracy or at least 
social conditions favorable to lU emergence and functioning This 
requirement constitutes one of the reasons why the economic prob< 
ferns of soaalism should never be discussed without reference to given 
states of the soaal environment or to historical situations Su^ an 
administrative apparatus may or may not deserve all the derogatory 
comments which some of us are in the habit of passing upon bureau 
cracy — we shall presently comment upon it ourselves — but just now 
we are not concerned with the question how well or ill it may be 
expected to fuIEll its task all that matters is that, if it exists at all, 
there 1$ no reason to believe that it will break down under the task 
In any normal situation it would command information suf&cient 
to enable it to come at first throw fauly close to the correct quantities 
of .output in the major lines' of production, and the rest would be a 
matter of adjustments by informed trial and error So far there is m 
this respea no very fundamental difference** between socialist and 
commeraal economies either as to the problems which the theorist 
meets m showing how an economic system proceeds to a state that 
«puld be rational ’ or optimal in the sense of fulfilling certain 
UThis ti the line taken b7 most auibon of non socialist persuasion who accept 
the logical credenuals of socialism Ptofesson Robbins and von Hayek may be 
mentioned as the chijf authoriiies for ihis view 

i*Some writers seem to imply that the process by which equilibnum is reached 
would be the same as m a state of perfect competition That is not so however 
Step by step adjustment m reaction to price Ganges alone might easily miss the 
goal altogether 'This is why in the text I spoke of informed trial and error 
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maximum, conditions or as to the proWeroj which managm have lo 
meet m actual practice H we admit previous experience to start from 
as most socialists do and especially Karl Kauisky always did the task 
IS of course greatly simplified particularly if that experience u of 
the big business type 

But something else follows secondly from another inspection of 
our blueprint solution of the problems confronting the socialist man' 
agement would be not only just as possible as is (he practical solution 
of the problems confronting commercial managements it would be 
easier Of this we can readily convince ourselves by observing that 
one of the most important difficulties of running a business — the diiB 
culty which absorbs most of the energy of a successful business leader 
—consists m the uncertainties surround ng every decision A very 
important class of these consists m turn in the uncertainties about 
the reaaion of one s actual and potential competitors and about how 
general business situations are going to shape Although other classes 
of uncertainties would no doubt persist in a socialist commonwealth 
these two can reasonably be expected to vanish almost completely 
The managements of socialised industries and plants would be in a 
position to know exactly what the other fellows propose to do and 
nothing would prevent them from getting together for concerted 
action The central board could and to a certain extent would 
unavoidably act as a clearing house of information and as a coordma 
tor of decisions— >ai least as much as an all-embracing cartel bureau 
would This would immensely reduce the amount of work to be done 
in the workshops of managerial brains and much less intelligence 
would be necessary to run such a system than is retjuired to steer s 
concern of any importance through the waves and breaken of the 
capitalist sea This suffices to establish our proposition 
i»So far ai (hij is beiny done In capital st «wiom « it u i m«t important 
siep lowatd social im In tact »t pfogiessively reduce the d ihculties of trans tion 
and Is in itself a symptom of the advent of the transit onal uage To fight th s 
tendency unconditionally is tanumount to fighting aoculism 



CHAPTER XVII 


COMPARISON OF BLUEPRINTS 


1 A pRzuxnNARY Poivr 

T he reader who has followed so far will naturally expect me to 
embark upon a comparative appraisal of the soaalist plan Per 
haps It would be wise to disappoint that expectation For nobody 
who IS not completely lacking in a sense of responsibility can fail to 
see that comparison ^tween a s)‘stem which we base Ined with and 
a system which as yet is hut a mental image — no soaalist mil accept 
the Russian experience as a full weight realization — must be ex 
tremely hazardous But we will take the nsk, beanng m mind all the 
time that bepnd the realm of faa and argument oser whidi we are 
going to ttascl there is the realm of indiuduaJ preferences con\ic 
uons evaluations into which we cannot enter And we will impfoie 
our chances of success by severdy lestncung out goal and iiankly 
recognizing difficulties and pitfalb 
In particular we shall not compare the cultural worlds of commer 
aal and sooalut soaety What 1 have called the cultural mdeter 
nunateness of soculum is ja itself suffiaent to bar the attempt But 
we bate also another reason for renaming £ten if soaalist aviliza 
uon meant just one definite pattern roraparaate appraisal would 
still be a doubtful matter There are idealists and monomaniacs who 
can see no difficulty in it and gaily adopt for a standard of compari 
son some feature which they vdue to the exclusion of eteiything else 
and which they expect their soaalism to display But if we resolved 
to do better than that and so far as our sision may reach to see all 
the facets of a avilizauon in the light that is bom and dies with it 
we should instantly discover that esety avilizauon is a world unto 
Itself and mcommensurable wnih etery other 
There is one point however that beats upon comparison of actual 
and possible cultural achievement and yet comes wnthin the scope 
of our type of analysis It is often claimed that the soaalist plan by 
removing economic care from the shoulders of the individual wnll 
^elease incalculable cultural eneijties that now jco to w’aste in the 
struggle for daily bread. To some extent this is true — any planned 
soaety may do that as for other reasons and in other respects it also 
may smother cultural possibilities It might be objected that public 
authorities as we know them are hardly up to the responsibility of 
discos enng and nursing talent to the stage of fmition and that there 
*87 
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IS no sound reason to beJieve that they would have appreciated Van 
Gogh any sooner than capitalist society did But this objection misses 
the point For public authority need not go as far as this, All'that is 
necessary is that Van Gogh gets hti ‘ income ’ as everyone else does 
and that he is not worked too hard, this ssould suflice in any normal 
case — though when I come to think of it, I am no longer sure whether 
It would have sufficed in the case of Van Gogh — to g:ivc the necessary 
opportunity far the assertion of creative ability 

But another objection carries more weight In this matter as in 
others the advocate of socialism is likely to overlook — often be is pas 
sionately resolved not to admit — the degree to which certain ideals 
of his are satisfied in the modem world Capitalism provides, to a 
much greater extent than most of us believe, the ladden for talent 
to climb There is an element of truth m the brutal slogan of the 
typical bourgeois which many worthy men find so irritating vir, 
that those who cannot climb 1^ these ladders are not worth troubling 
about The ladders may not be up to any standard we choose to set, 
but it cannot be said that they do not exist Not only does modem 
capitalism systematically proller means to shelter and nurse almost 
any kind of ability in the early stages of its development—^ much 
So that in some lines the difficulty is not how to find the means for 
talent but how to find anything that has any claim lo be called a 
talent for the means proffered— but by the very law of its structure it , 
tends to send up the able individual and much more effectively, the 
able family Thus though there may be social losses’ particularly m 
the class of semi pathological genius, it is not likely that they are 
very great. 

n A Discussion of Coufaxativz Effiozncy 

Let us stay however within the economic sphere though I hope I 
have made it quite clear that I do not attribute to it mote than sec 
ondary importance 

I • The restriciions of our scope are most obvious and hence the 
pitfalls least dangerous at the fint step which is still concerned with 
nothing but blueprints Again deferring discussion of transiubnal dif 
ficulties to be dealt with separately and provisionally assuming that 
they have been successfully overcome, wc need only glance at the im 
plications of our proof of the fiossibilitf and practicability of the so- 
cialist schema in order to realise that there is a strong case fo^E- 
believing m its superior economic efficiency 

That supenonty need be proved only with respect to big business 

^Jmunces overstaie bf utferenev even If the/ do not viaisb on inywli^ljon ai 
they often do Moreover some of ihose losses occur independently of the parucular 
otganizaiion of loaety not every sttch loss ui the capit^ist arrangement u also a 
loss through the capitalut anangemenL 
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or “monopolistic’ capitalism because superiority over 'competitive ’ 
capitalism then follows a iortton This is evident from our analysis 
in Chapter VIII Many economists, on the strength of the fact that 
under completely unrealistic condiuons all sorts of flattering propo- 
sitions can be established about competitive capitalism, have acquired 
a habit of extolling it at the expense of its ‘ monopolistic successor 
I wish to repeat therefore that even if those eulogies were entirely 
justified — which they are not — and if the theorists perfect competi 
tion had ever been realized in the field of industry and transporia 
lion — ^which It never wiu — ^finally, if all the accusations ever leveled 
against big business were entirely justified — ‘Which is far from being 
the case — it would still be a fact that the -actual efficiency of the 
capitalist engine of production ifi the era of the largest scale units 
has been much greater than in the preceding era of small or medium 
sized ones This is a matter of statistical record But if we recall the 
theoretical explanation of that fact, we further realize that the in 
creasing sue of units of control and all the business strategy that 
went with it were not only unavoidable incidents but to a consider 
a^Ie extent also conditions of the achievement reflected in that record, 
in other words, that the technological and organuational possibilities 
open to Arms of the type which u compatible with approximately 
perfect competition could never have produced similar results How 
modem capitalum would work under perfect competition is hence a 
meaningless question Thecefore, quite apart from the fact that so* 
aalism will inherits “monopolistic and not a competitive capitalism, 
we need not trouble about the compcutive case except incidentally 
Economic efficiency of a system we will reduce to productive effi 
aency Even the latter is by no means easy to define The two altema 
tives to be compared must of course* be referred to the same point 
of lime — past, present or future But this is not enough For the 
relevant question is not what ex tusu of a given point of time, 
socialist management could do with the capitalist apparatus existing 
at that point of time — this is for us not much more interesting than 
what soaahst management could do with a given stock of consumers 
goods — ^but what productive apparatus would exist or would have 
existed had a socialist instead of the capitalist management presided 
over its construction The mass of information about our actual and 
\iotentul productive resources that has been accumulated during 
the last twenty yean however valuable it may be for other purposes, 
inus’ienhs'Dut 'lithe aih in fne struggle wifn our dfffiailty And all 
^Thii rule should be self evident yet tt m frequently violated For ftistance the 
economic performance ol Soviet Ttussu at the present time is often compared wiili 
that of the tsarist regime at the threshold of the First IVorfd Uar But the lapse 
of a quarter of a century has robbed loch a aimpanson of all sign Ecance The 
only comparison that could possibly be i gnificant would be with the values on 
an extrapolated trend based upon the figures for say 1890-1314 
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we can do » to list such diffcrenas between the mechanisms of the 
economic engines of sociahst and of commercial society as we may 
nesenhejess perceive and to appraise iheir iraportance as best we can 
We will postulate that the number, quality, tastes and age distri 
bution of the population at the time of comparison be the same in 
both cases Then we shall call that system relatively more elficiert 
which we see reason to expect would in the tong run produce the 
larger stream of consumers goods per equal unit of lime* 

2 This definition requires comment It will be seen that it*does 
not identify economic efficiency with economic welfare or with given 
degrees of satisfaction of wants Even if any conceivable soaalist 
economy were sure to be in out sense less effiaent than any con 
ccivable commercial economy, the majority of people — all in fact for 
whom the typical socialist cares — might still be 'better off’ or hap* 
pier or more content in the former than in the latter My fint 
and main reply is (hat relative efficiency retains independent mean 
ing^esen m such cases and that in all cases it will be an important 
consideration But secondly I do not think that we lose much by 
adopting a criterion that neglects those aspects This however u a 
sery debatable matter on which it u just as well to be a little more 
explicit 

To begin with, convinced socialists will derive satufaction from 
the mere faa of living in a socialist soaety * Socialist bread may well^ 
*S nee ihe apualiii end (h« tooslitt simms of real income vill 10 some extent 
coniiti «( d (Terenc comnodii ei and contain the commodlues common to both 
fn (omeHhae d (ferenc proportions— thoush m (he abience of additional hypotbeset 
about (he change in the dutnbuuon ot spendable incomes it it Impost ble to ettl 
mate ihe importance of the d (Terence— contparlson raises delicate questions of 
(heory If more wine and leu bread are produced in the apftal sc (ban would be 
produced in the socialist society which of the streams Is the larger? In any attempt 
to answer such a quest on Ihe difficulties incident to comparing; income streams in 
the same social framework from one year to the next (to constructing any index 
of lotal output, that u) are met on a peatly niagnilied scale For our purpose how 
ever the following definition suffiacntly meeis the theoretical problem one of 
the streams shall be called larger than the other if and only if It yields a greater 
monetary total than the oiber whichever of the two price systems is used in the 
evaluat on of both IE one scream yields a higher figure when both are evaluated 
by means of say the caplcaiist price system and at the same time a smaller 
figure when both arc evaluated at the soaalist pnee system then we tall theni 
equal just as if they actually yielded equal totals wiih both pries systems— which 
simply means that we trust that Ihe dilference will in general not be very s g 
nificant in (hat Case The HatutieeJ pnVteia is of course not solved by this defin^ 
t on because we cannot have the tivo streams before us at the same time 
The reason why Ihe wortls fn ifte long run have been Inserted in the sentence 
of (he cex( should i>e obvious from our analysts in eh Vii 

*We are in fact lotneiimes inviied to overlook adni ited shortcomings of the 
soaal s( plan for the sake of the pnvdegc of becoming members of a soaalist so 
ctety This argument frankly forsmlstiog as it does the (nily socialist /eel ng is 
by no means as unreasonable as it may sound It really lendera all other arguments 
.superfluous 
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taste sweeter to them than capitalist bread simply because it is soaal 
ist bread, and it would do so even if they found nuce in iL If. more 
over, the particular socialist system adopted happens to agree with 
ones moral pnnaples as for instance equalitarian soaalism would 
with the moral pnnaples of many soaalists, this fact and the conse- 
quent gratification of ones sense of justice will of course be listed 
among that systems lilies to supetiotiiy For the working of the 
system such moral allegiance is by no means indifferent, its impor 
unce even for effiaency in our sense vnll have to be nouced later 
But beyond that all of us had better admit that our phraseology 
about jusuce and so on reduces largely to whether we like a certain 
form of society or not. 

There seems however to be a purely economic argument in favor 
of equalitarian soaalism or any socialism the structure of which 
admits of greater equality bf incomes Those economists at least who 
feel no compunction about treating saiisfacuons of wants as roeas 
urable quantities and about comparing and adding the satisfactions 
of different penons have a right to argue that a given stock or stream 
of consuraen goods will in general produce the maximum of satis 
faction if equally duinbuied An equalitaiiaai system as efficient as 
Its commeraal counterpart wdl hence run at a higher level of wel 
fare Even a somewhat less effiaent equalitarian system might do 
^so Most modem theorists should discard ^is argument on the grounds 
that satisfactions are not measurable or that comparison and addi 
uon of the sausfaaions of different people are meaningless We need 
not go so far It is suSaent to point out that the equalitarian argu 
ment is particularly open to the objecoon raised in our analysis of 
monopolistic practice the problem. >s not how to distribute a quantity 
given independently of the pnnaples of income distribution \Vage 
incomes might well be higher in a commercial society admitting un 
restneted inequaliUes than the equal incomes would be in cquali 
tarian soaalism So long as it is not made reasonably certain that 
the soaalist engine of producuon would be at least nearly as effioent 
as the commeraal engine is or ivas or can be expeaed to be at the 
time of the companson the argument about distnbution remains 
inconclusive — quesuon begging tn fact — even if we choose to accept 
It® And as soon as the quesuon of productive efficiency is settled the 
disinbuuve argument will in most cases be superfluous unless it be 
' based exdusively on moral ideals, it will turn the balance only in 
borderline cases 

3 There u still another reason why similar levels of producuve 

•The argument we thus discard vaj be made to read that other things bang 
equal the soaalut maximum is greater lhan the competitive maximum Owing to 
the purely formal nature of both maxima however there is no point m compar 
ing them as should be obvious from previous considerations 
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efficiency might be assouatcd with different levels o! welfare Most 
soaalisis will hold that a given national income would go further in 
socialist than it goes in capitalut society because the former would 
make a more economical use of it These economies follow from the 
fact that certain types of soaety may by virtue of their organization, 
be indifferent or adserse to purposes to which other types, also by' 
virtue of their organiiatiOn, allocate considerable paru of their re 
sources A pacifist socialism for instance would economize on anna 
mcTitt an atheist one on churches, and both might therefore have 
more hospitals instead This is so, of coune But .since it involves 
valuations which cannot with confidence be attributed to socialism 
in general — though they could be to many individual soaalists — 11 
docs not concern us here 

Almost any soaalist society — ^not the Platonic type though — svould 
surely realize another type of economy, viz the economy from the 
elimination of (he leisure class, the idle rich * Since from the so< 
aalist standpoint it is quite proper to neglect the satisfactions accruing 
to the individuals belonging to thu group and to evaluate its oil 
lural functions at zero-Hhough civilized socialists always save thefr 
faces by adding in the world of today'— there u obviously a net gam 
CO be made by the sooalut regime How much do ve lose by uiing 
an eSoency test which neglects this? 

Of coune, modem taxation of incomes and mhenunce u npidly 
reducing the problem to quantitative insignificance, even mdepend' 
ently of the fisat methods applied in financing the current war But 
this taxation itself is the expression of an anii-capitalist attitude and 
possibly die forerunner of complete elimination of the typically 
capitalise income brackets He must therefore put our question for 
a capiulisi society not yet attacked at its economic roots For this 
counuy, it seems reasonable to select the data of igsg • 

Let us define rich people as those who have incomes of $50000 
and over In 1929 they received about 13 billion dollars out of a na 
tiona! total of about 93 billions’ From thesf 13 billions we have 10 
deduct taxes savings and gifts for public purposes because the ehm 
mation of these items w^ould not constitute economies for the socialist 
regime, it is only the expenditure of nch people for their own con 
sumption that would be saved in the proper sense of the word* 

•The United Stales is the coontry that qualifies best for this test In most 
European countries ihc problem woold he complicated at least for the nineteentiye 
century or even until 1914 by the presence of high incomes which were of pre 
capitalist orig n but had been swetted by capitalist evolution 

’ See H C Moulton M Levin and C A Waibutton Amenca t Capacity to Con 
sume (193O p ao6 These figures are admiuedly extremely rough They indude 
incomea irom occupations ana' ihvesimenis aiSo trom saihs or’ prupeny icm/ ita- 
puted returns from owned homes 

*It will be seen that the fact that the aodalirt authority would presumably use 
those lavings and gifts for different purposes does not affect the argument. 
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This expenditure cannot be estimated with any acniracy All we can 
hope to IS an idea about the orders ot magnitude involved Since 
mow economists who have been wiBmg to take the risk 
less than one-thitd o£ the is bilhons. it will be fairly sale to say 
that this expenditure did not amount to more than 4% billions or 
to about 4 6 per cent ot the total national income Now this 4 6 per 
'^cent includes all of the consumeis expenditure from the higher bust 
ness and professional intnmes, so tbat the idle rich cannot have 
absorbed more than 1 ot a per cent at the outside And so far as the 
faimly motive is still alive, not even all o£ that can be considered 
irrelevant to performance conducive to the efficiency of the economic 
engine , , , 

Some readen wll no doubt teel that the $50,000 limit is unduly 
high It IS clear of course that more could be economized by elimi 
naung or reduang to a subsistence level the incomes of all the 
people who are, economically speaking, idle whether nch or poor® 
Still more could be efXDnoraized $0 one would think, by rationalizing 
the distnbuuon of all higher incomes so as to bring them into closer 
correspondence with performance But arguments to be submitted 
in the next section suggest that the high hopes entertained on that 
score are likely to meet with disappointment 
I do not wish however to insut For if the reader should attach 
« greater importance to these economies than I think justified, the con* 
elusion we are going to arrive at will apply only a foritori 


III The Case for tke SuPtRioRmr of the Sociaust Blueprint 

Thus our criterion of superiority or infcnority after all covers more 
ground than it seems to But if we stand by it, what is that strong 
case for the supenoniy of the socialist blueprint of which I spoke 
before? 

The reader who has perused the analysis in Chapter VIII may 
well wonder Most of the argumenu usually advanced in support of 
the socialist and against the capitalist regime, as we have seen, fail 
as soon as proper account is taken of the conditions created for busi 
ness by a rapid rate of progress Some of those arguments on closer 
inspection, even turn out to cut the other way Much of what is 

•It ihould however be noted ihat an inline consming excluilvely of returni 
OR invtsUnents is lib indication of the economic Idleness ot iu receiver because 
^bis work, may be embodied in hit investments The classroom illustraiion ot thU 
will serve as well as a longer argument could suppose a man reclaims a piece of 
land by the work of his hands the mum he will iheieafcer receive is a return 
on an appliance made by man or as economists call it a quasi rent If llie Jm 
provement IS permanent it will become undutmguishable from the rent of land 
proper and hmee look like the very inamation of unearne 1 income whercsi in 
re^ty it is a tona ot wages it we deSne wages as returns tliribiiiTblc to personal 
p^uctive exertions Ceneraliimg we may say that effort msy l>e iin lergonc in 
order to secure revenues which may but need not take the form of wages 
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being considered pathological is seen to be physiological— to MHl 
important functions m the process of creative destruction Many 
wastes carry compensations that sometimes completely m other cases 
partly invalidate the inference Socially irrational allocation of re- 
sources IS not nearly as frequent or important as it n made out to be 
In some cases moreover it « no less likely to oci;ur in a socialist 
economy Excess cspaaiy also partly inevitable in a socialist econ"- 
omy will often bear an interpretation which rebuts criticism And 
even unrelieved blemishes are after all but incidents of an achieve 
ment chat is great enough to cover a multitude of sms 
The answer to our question follows from the last paragraph of 
the preceding chapter It might be of doubtful validity as long as 
capitalist evoiution is in full swing but it will be decisive as soon as 
jt permanentty slackens down wheihec from reasons inherent in or 
external to its economic mechanism 
'Hierc are cases in which capitalist industries arc circumstanced 
that pnees and output become theoretically indcierminate They may 
occur though they do not always occur whenever there is oligopoly 
In a socialist economy everything— limiting ases without practial 
/aporJMff jJftse e.rre/3/ed— j# v»»qufJ/ Sift eim tvhcfi 

there exists a theoretically determined state it is much more difficult 
and expensive to reach n the capitalist economy than it would be 
in the socialist economy In the iormer endless moves and counter 
moves are necessary and decisions have to be taken in an atmosphere-'^ 
of uncertainty that blunts the edge of action whereas that strategy 
and that uncertainty would be absent from the latter That this 
applies not only to monopolistic capitalism but though for other 
reasons still more to the competitive species is shown by the hdg 
cycje case’® and by the behavior of more or less perfectly competi 
live industries in general depressions or in vicissitudes of their own 
But this means more than ii seems to mean al first sight Those 
determinate solutions of the problems of production are rational or 
optimal from the standpoint of given data and anything that shortens 
smoothens or safeguards the road that leads to them u bound to save 
human energy and material resources and to reduce the costs at 
which a given result is attained Unless the resources thus saved are 
completely wasted efficiency in our sense must necessarily increase 
Under this heading some of the sweeping indictments of the capi 
talist system which have been glanced at above acquire a qua! fied 
justificat on As an instance take excess capacity It is not true thaT 
It would be entirely absent in socialism it would be absurd for the 
central board to insist on full utilization of a new railroad through 
as yet unsettled country Nor is it true that excess capacity spells loss 
in all cases But there are types of excess capacity which do spell loss 
»See ch vu^ 
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and can be avoided by a socialui management the chief, case being 
that of reserve capacity for the purpose of economic warfare What 
ever the importance of the particular case — I do not think u is very 
consioerable— It shows up a point to which I have already adverted 
there are things which within the conditions of capitalist evolution 

or may be perfectly rational and even necessary and therefore 
need not, ex visa of the capitalist order constitute blemishes at all 
nor need they constitute weaknesses of monopolistic as against com 
petuive capitalism if they are associated as conditions with achieve- 
ments of the former that are out of the reach of the latter but even 
if that be so they may yet constitute weaknesses as against the 
socialist blueprint 

This is particularly true of most of the phenomena that make up 
the mechanism of trade cycles Capitalist enterprise does not lack 
regulators some of which may well be met with again in the practice 
of the ministry of production But the planning of progress in par 
ticular the systematic coordination and orderly distribution in time 
of new ventures in all lines would be incomparably more effective 
in preventing bursts at some tunes and depressive reactions at others 
than any automatic or manipulative variations of the rate of interest 
or the supply of credit c?n be In fact it would eliminate the cause 
of the cyclic^ ups and downs whereas in the capitalist order it is 
. only possible to mitigate them And the process of discarding th« 
obsolete that in capitalism— especially in competitive capitalism — 
means temporary paralysis and losses that are in part funcuontess 
could be reduced to what discarding the obsolete actually conveys 
to the laymans mind withm a comprehensive plan providing in ad 
vance for the shifting to other uses of the non-obsolete complements 
of the obsolete plants or pieces of equipment Concretely a crisis 
centering in the cotton industry may in the capitalist order put a stop 
to residential construction in the socialist order it may of course 
also happen that the production of cotton goods has to be drastically 
cunailed at short notice though it is not so likely to happen but 
this would be a reason to speed up residential construction instead 
of stopping It * 

Whatever the economic goals desired by whoever is in the position 
to give effect to his desires soaalist management could attain them 
VMth less disturbance and loss without necessarily incurring the dis 
advantages that would attend attempts at planning, jjrogress withm 
the framework of capitalist institutions One aspect of this might 
be expressed by saying that the soaalist management could steer a 
course approximating the ^ngrun trend of output thus developing 
a tendency which as we have seen is not foreign to big business policy 
And the whole of our argument might be put in a nutshell by saying 
that socialization means a stride beyond big business on the vvray that 
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has been chalked out by it or what, amounts to tjie same thinz 
that tocialm management may conceivably prove aa superior to big 
business capitalism as big business capitalism has proved to be to 
the kind of competitive capitalism of which the English’mdusiry of 
a hundred years ago was the prototype It is quite possible that future 
generations will look upon arguments about the inferiority of the 
jocialijt plan as we look upon Adam Smiths at^mencs about roint 
stock companies which also were not simply false 

Of course all that I have said so far refers exclusively jo ijje iog,e 
of blueprints, hence to objective possibihiie^ tvhicb socialum la 
practice may be quite unable 10 realuc. But as a matter of blueprint 
logic it IS undeniable that the socialist blueprint is dr^vm at a higher 
Icscl of rationality This I believe u the correct w^y o[ putting the 
matter It is not a case of rationality versus irrationality The farmer 
whose reaction to hog and fodder prices produces the hog cycle u 
individually and from the siandpomtjaf the moment acting perfealy 
rationally So is the management of a loncem that maneuvers in an 
oligopolistic situation So is the firm that expands in the boom and 
restricts in recession It is the kind and scope of rationality that 

This IS certainly not all that can be adduced On behalf of the 
socialist plan But so far as (he pure logic of a sociaim economy u 
concerned most arguments that are not provably wpong are in fact 
implied m the one submitted > 

An example of the fin< importance is afforded by unemployment 
t\e hate seen in Parc If (hat as regards the interest q[ the unem 
plojcd (hemsehci capuahit society in any stage sulScipnily advanced 
to offer a chance for successful sooaliiaiion need and presumably* 
will rot leave very much to be desired But concerning the loss to 
society the preceding argument implies that m a socialist society 
unemployment will be less mainly m consequence of ihe elimination 
of depressions and that where it does occur mainly m consequence 
of te^nological improvement the ministry of production will be in 
a position — whatever it may actually do — to redur^ct the meft to 
other employments which if the plannuig lives up t<j ns possibilities 
at all might m each case be waiting for them 

A minor advantage that is also implied in the supenor rationality 
of the socialist plan results from the fact that in the capitalist order 
improvements occur as a rule in individual concentii and take time 
and meet resistance in spreading If the pace of ph^ess is rapidT^ 
there is often a large number of firms that cling to old methods or 
are otherwise of substandard efficiency In the soaaiut order every 
improvement could theoretically be spread by decree subsiand 
ard practice could be promptly ehniinateiL I call tli,s a minor ad 
vanoge because capitalism as a rule also deals pretty efficiently with 
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the ineffiaent. 01 co^e, the hVdihood of this particulir advzntage, 
whether great or smaU. being realized by a bureaucracy is another 
matter, « decent bureaucracy may alwaja be relied on to bnng all 
Its members up to lis standard, but this says nothing about what this 
standard itself wfll be Thai possible supcnonues mght m practice 
turn into actual mfenonties must be kept m mind throughout. 

Again, managers or owner managers of small or medium-sized con 
, cems are as a rule primarily either engineers or salesmen or organ 
izers and, even il men. rarely do all things equally -weU We 
often find that eien successful businesses are indifferently managed 
m some respect or other— witness the reports of effiaency experts— 
and their leaders are therefore partially misplaced The socialist econ 
Qjny could, as modem largest-scale busine's does, use them to fuller 
advantage by using them exclusively in what they really know how 
to do But obvious considerations that need not detain us will not 
allow us to entertain high hopes on that score 
There is hos'‘ever an advantage of prime importance that is not 
visible m our blueprint as drawn The outstanding feature of com 
meraal soaety is ie division between the private and the public 
sphere— or. if you prefer, the fact (hat m commerua) soaety there 
IS a private sphere which contains so much more than either feudal 
or soaalist society allocates to it This private sphere is distinct from 
_ the public sphere not only conceptually but also aaually The two 
' are to a great extent manned by different people— the history of local 
self-government offering the most conspicuous exception— and organ 
ued as well as run on different and often conflicting prinaples, pro 
.ductile of different and often mcompatible standards 

Friction can only temporarily be absent from such an arrangement 
the paradoxical nature of which would be a source of wonder to us 
if we were not so accustomed to it. As a matter of fact, friction was 
present long before it developed into antagonism m consequence of 
the wars of conquest waged upon the bourgeois domain with ever 
increasing success by the men of the public sphere This antagonism 
entails struggle Most activities of the state in the economic field 
then appear m the light that is well characterized by the old hour 
geois economist’s phrase, government interference These activities 
do m fact interfere m every sense of the word, especially in the sense 
that they hamper and pai^yze the private engine of production It 
''I^not be urg^ that they are frequently successful, even in increas 
ing productive efficiency But as far as they are the central boards 
acuvity would stand a still greater chance of being so, whereas the 
costs and losses incident to the simple as such would be entirely 
avoided in the socialist case And these losses are considerable, espe- 
daily if we count in all the worry caused by mcessant inquiries and 
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prosecutions and the consequent ducouraging cfTecis on the energies 
that propel business 

One element of these costs should be mentioned specifially It 
consists m the absorption of ability m merei)- protective activities 
A considerable part ol the total work done by lawyers goes into the 
struggle of business with the state and its organs It w immaterial 
whether we call this vicioui obstruction of the common good or dcr 
fense of the common good against vicious obstruction In any case 
the fact remains tliai in io«a)«t society there would be neither need 
nor room for this part of legal activity The resulting saving is not 
satisfactorily measured by the fees of the lawyen who are thus cn 
gaged That i> inconsiderable But not inconsiderable is the social 
loss from such unproductive employment of many of the best brains 
Considering how terribly rare good brains are their shifting to other 
employments might be of more than mbniiesiina] importance 

The friction or antagonism between the private and the public 
sphere was intensihed from the first by the fact that, ever since the 
princes feudal incomes ceased to be of major importance, the state 
has been living on a revenue which was being produced m the pnvate 
Sphere for private purposes and had to be deflected from these purposes 
by political force On the one hand, taxation is an essential attri 
buie of commercial society-^r, if sve accept the conception of the 
State alluded to in the fint chapter, of the state— and, on the other 
hand it is almost inevitably** in the nature of an injury to the pro^ 
duciive process Until 1914 roughly— if we agree to consider modern 
limes only— that injury was confined within narrow bounds. But 
since then taxes have grown by degrees, into the dominant item of 
business and family budgets and imo a major factor in the explana 
lion of unsatisfactory economic performance Moreoter in order to 
wrench ever increasing amounts from an unwilling organism a huge 
administrative apparatus has come into existence that does nothing 
but struggle with the bourgeoisie for every dollar of its revenue That 
organism has in response developed organs of defense and does an 
immense amount ol work in self protection 

Nothing else brings out so well the wastes that result from the con 
flict of structural principles m a social body Modern capitalism relies 
on the profit principle (or us daily bread yet refuses to allow it to 
prevail No such conflict, consequently no such wastes would exist 
in socialist society Since it would control all sources bf revenue, 
taxes could vanish with the sute or, if my conception of the stanr" 
does not command approval with the bourgeois state For, as a 

UThe ibeory which corsmin uxes on the analogy of dub dues or of the put 
chase ol ihe services of say a doctor only proves how far reiUoved ihis part of 
the soc at sciences is froio saenlific babm o( in nd 

“Exceptions exist bul they do n« matter lor practical puiposes 
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matter of common sense it would be clearly absurd for the central 
board to pay out incomes first and after having done so to run 
after the recipients m order to recover part of them If radicals were 
not so fond of chivying the bourgeois Aat they cannot see anything 
wrong in taxes except that they are too low, it would have been 
recognized before this that here we have got hold of one of the most 
•ignificani titles to supenoiiiy that can be advanced in favor of the 
socialist plan 



CHAPTER XVin 


THE HUMAN ELEMENT 


A Warning 

r is quite like!)' that Tainy opponents of focialism wfll accept the 
mult we have jusl amved at Byl iheir assent will mostly take 
the following form * Oh well, of osurse, if you had demigods to 
direct the socialut engine and archangels to man It, all that might 
well be so Burthe pome u that you have not and that, human nature 
being what it is, the capitalist ahemative with its pattern of motiva 
lions and its distribution of responsibilities and rewards after all 
offers, though not the best conceivable, yet the best practicable ar 
rangement 

And there is torneihing to this reply On the one hand, we have 
now to guard not only against the dangers that lurk in any attempt 
to compare a given reality with an $dea, but also against the error 
or trick inherent m any comparison of a given reality with an ideal* 
On the other hand, though 1 think I have made ii abundantly clear 
that in the nature of things there never can be a general case for 
socialism but only a case with reference to given soaal conditions and 
given historical stages this relativity becomes much more importatit* 
now than it was as long as we moved among btuepnnu 

I The Histowcal RjtLATivtTY op nir Aucvmint 
T o illustrate this point by an analogy Jn feudal soaety, much of 
what all of us the staunchest supporters of private property included, 

> An idea or ichema or nocfel or blueprint also embodies an Meal but only in 
Che iogicat wnse tudi an ideal means only absence ol non-essenciaI»— the uo 
adulterated deign as we might say 0( ooune it mums a debatable question 
exatUy what shcniid be induded in it and wbat should, in consequence be re- 
gaided as deviation. Though this ahoutd be a question of analytic cecfanique love 
and hate may enter into it newrfbel^ tooatuci will tend to include in the blue- 
print of capitalism as many traits as pou Me that are fete to be dero^cary 
anti socialists will do the same (o the aociaiist biuepnne and both parties wOl 
try to "whitewash” their own by listing as many ‘blemisbes" as possible among 
unessential hence hy implication avoidable deviitiona. Even If they agree In any 
given case to label ceruin phenomena as deviations they may sciU disagree as to 
the degree to which (heir own syiceoi and that of their opponents are liable 
to deviate for insunce bourgeois economists will tend to attribute to "poUcical 
interference whatever (hey chemsrires da not like about capitalism vhUe lodiJau 
will bold (hat these politics are the loevitaRle outcome of capitalist processes and 
I tuatfons created by the way In which (he capitalist engine works Although 1 
revenue a]Lihnse_diffiCTdurs. I da etwAhuik. (hat thyv affeix.qtv ^oosition which, 
as the profesitotul reader wQt ooucr has been framed (o as to avoid them. 
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now Uunt of as the exclusive domain of public ad min istration %»'as 
managed by means of an airangemeut that to us looks as if those 
public funcuons had been made the objecu of pnrate ownership and 
the sources of private gam, every knight or lord in a hierarchy of 
liege relauons Jield his fief for jaofit and not as a payment for the 
servi ce^ he rendered tn managing tt The now so<alled public func- 
tions connected with it were but a reward for services rendered to 
some superior hege Even this does not quite express the matter he 
held his fief betause, being a kn^ht or lord, he was enuUed to hold 
one whatever he did or did not do This state of things people who 
lack the historical dimension are prone to look upon as a compound 
of “abuses ' But that is nonsense Under the arcusnsiances of its 
own epoch — ^Iike every bit of institutional framework, feudalum sur 
wved what was truly “its” epo^b — this arrangement was the only 
feasible one and it embodied ie only method by which those public 
funcuons could be discharged. If Karl Marx had put in appearance, 
say, in the fourteenth century and if he had been so foolish as to 
advtKate another method of public adminisirauon, then he would 
have laid himself open to the reply that such a system was an ad 
mirable devicK for getting done what wnthout it could not have been 
done at all and m parucular that “human nature being what it 1$'’ 
the profit moure was indispensable for the funcuonmg of pubbe 
adnumstrauon, its ehminauon would 10 fact have spelled chaos and 
could have been well described as an impracticable dream. 

Similarly, at the time when the Engluh textile mill was the high 
spot of capitalist economy— up to i%o, say — sooalism was not a 
practical proposiuon and no sensible soaalist would hold now or 
did bold then that it was The masters eye that makes the cattle fat 
and turns sand to gold, the goose that lays the golden eggs and other 
sudi homely phrases then were but the expression, by and for simple 
and slow wmied people, of an undeniable truth I submit to soaalist 
friends that there u a better way of encountering them than sneennw 
— sneering in the hope that the opponent, a vain and touchy iniel 
lectual like themselves, will cease to argue as soon as he perceives that 
he may encounter ndicule it is better to recognize the rightful riaim 
of those geese within iheir proper hisioncaJ setung and confine 
denial to other hutoncal settings. We shall then at least face the 

relevant question — to wit, how much there is to them now and still 

..Retain plenty of parkir^ space for our disagreements 

Since we must visualue a defimte pattmi of capitalism if com 
panstm xA capnaSisl realty wjfli soaaiBt ctiances ot success a to 
have any meamng. let us choose the capitalism of our own epoch, 
that 15 to say, bigbusiness capitalism in fetters And let us observe 
first, that though this defines an epoch and a pattern it does not 
define any particular date, not even m terms of decades, because the 
quesuon bow far the pattern of fettered capitalism has developed 
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and siabj]i 2 cd iM Seaturcs-at any given lime, say at present, would 
still have to wait upon laetual in»cstigation second, that for this 
part of our argument it becomes irrelevant whether those fcticn, 
whateser they arc have been evolved by the capitalist process itself 
or may be looked upon as something imposed upon it by an agency 
that stands putsidffof it third, that though wc arc now going to deal 
with somewhat more practical problems — namely how far socialism' 
can be expected to reap the harvest that is potentially present in its 
blueprint — wc shall still be speaking of chances only and that as 
sumptions will have to step m to remedy our ignorance about what 
kind of socialism will be our fate 

II About Dcmicoos and AttaiANCTLS 

Returning to our bourgeois who talked about demigods and arch 
angels we can easily dispose of the first no demigod will be 'e 
qutred to direct the socialist engine because, as wc have seen belorc, 
the task to be solved will — once transitional difhculties have been 
disposed of— be not only no more difficult but caster than the task 
that faces a captain of industry in the modern world The archangels 
stand for the well known proposition that the socialui form of exist 
ence presupposes an ethical level that men as they are cannot be 
expected to reach 

Socialists have (hemselves to bbinc if arguments of this type ever 
carried weight with their opponents. They talked about the horroii' 
of capitalist oppression and exploiiaiion which had only to be re* 
moved in order to reveal human nature m all its beauty right away 
or at all events, in order to start a process of education that would 
reform human souls so as to lead up to the ethical level required* 
Thus they laid themselves open not only to the charge of flattering 
the masses to a ridiculous degree but also to the charge of espousing 
a Rousseauism which should be sufficiently exploded by now But it 
IS not at all necessary to do that A good common-sense case can be 
made out without it 

For this purpose let us adopt a distinction that proves useful 
though psydiologists may object to « First, a given set of propensi 
ties to feel and to act may be altered by changes m the social environ 
ment while the fundamental pattern underljing rt ( human nature 7 
remains what it is We will call this Change by Reconditioning 
Second still within that fundamental pattern reconditioning 
impinge on propemmes to feel and to act which though ultimatelf 
amenable to change by environmental alterations — particularly if 

’Among Se<hM»nUu the ch el s nner was Max AdJer (not lo be confused wilh 
the ivto other V enoese Adlers who bold » prom nent plate in the history of Aus 
iti»n social sm Victor Adier the (treat organ ler and leader of the party and h a 
son Eiiti Adler the murdeier of Prime Mmlsier Count SiflrgKh) 
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these alterations are earned out rational!) — ^yet resist for a lime and 
create trouble as long as they do This fact we may associate with 
the term Habits Third the fundamental pattern itself may be 
(hanged either within the same stodi of hunian material or by means 
of eliminating refractory elements of tt human nature is certainly 
malleable to some extent particularly in groups whose composition 
may be changed. How far this malleability goes is a question for 
serious research and not one that can be usefully dealt with in the 
platform style by reckless assertion or equally reckless denial But 
we need not commit ourselves either way, because no such funda 
mental reform of the human soul would now be necessary m order 
to make socialism woik. 

Of this we can easily satisfy ourselves We can first exclude the 
agrarian sector which could be expected to offer the most serious 
difBculues Our soaalisra would suU be soa.alisni if the socialist 
management confined itself to a kind of agrarian planning that would 
only in degree differ from the practice that is already developing 
Settling a plan of production rationalumg location (land use), 
supplying farmers with machinery, seeds stock for breeding purposes, 
fertilizers and so on fixing prices of products and buying them 
from farmers at these pnces->tKis is all that would be necessary and 
yet It would lease ihe agrarian world and its attitudes substantially 
intact. There are other possible courses But what matters to us is 
that there is one which could be followed with very IitUe friction and 
could be followed indefinitely without impairing the claim of the 
soaety to being called soaaiist. 

Second there is the world of the laborer and of the clerk No re* 
form of souls no painful adaptation would be required of them. 
Their work would remain substantially what it is — and it would, 
with an imporunt qualification to be added later, turn out similar 
attitudes and habits From his work the laborer or clerk ivould return 
to a home and to punuits which socialist fancy may denote as it 
pleases — ^he may, for instance, play proletarian football whereas now 
he u playing bourgeois football— but which would still be the same 
kind of home and the same kind of pursuits No great difficulties need 
anse in that quarter 

Third there is the problem of the groups that not unnaturally 
expert to be the victims of the soaaiist arrangement — the problem 
^tpughly speaking of the upper or leading stratum. It cannot be 
settled according to that hallowed doctrine which has become an 
article of faith much beyemd the soaaiist camp, v\i the doctrine 
that this stratum consists of nothing but overfed beasts of prey 
whose pmence in them economic and soaal positions is explwable 
only by luck and ruthlessness and who fill no other * function than 
to withhold from the working masses— or the consumers, as the case 
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may be— the fruits of their toil (hat these beasts of prey, moreover, 
bungle their own game by incompetence and (to add a more modem 
touch) produce depressions by their habit of hoarding the greater 
part of their loot and that the soaalisi community need not bother 
about them beyond seeing to it that they arc promptly ousted from 
those positions and pres cried from committing acts of sabotage 
\Vhate\er the political and, in the case of the subnormal, the psycho- 
therapeutic virtues of this doctrine, it is not e\en good socialism 
For any civilired socialist wlJ. when on his good behavior and in 
tending to be taken seriously by serious people admit many facts 
about the quality and the achietements of the bourgeois stratum 
which arc incompatible with such a doanne, and go on to argue 
that Its upper ranks are not going to be victimized at all but that, 
on the contrary, they too are to be freed from the shackles of the 
system which oppresses them morally no less than it oppresses the 
masses economically From this standpoint which agrees with the 
teaching of Karl Marx, the way is not so very far to the conclusion 
that a cooperation of the bourgeois elcmcnu may make all the differ 
ence between success and failure for the socialist order 

The problem then posits itself like this Here is a class which, by 
virtue of the selective process df which n is the result, harbors human 
material of supernormal quality* and hence is a national asset which 
It is rational for any social orgamzaiion to use This alone tmpltes^ 
more chan refraining from exterminating it Moreover, this class is 
fulffUing Vital functions that will have to be fulfflled also m soaahst 

S See ch t 1 More ptedieb the medal iftdindual in the bourgeois clan it 
iupenor ai lo Iniellcciual and vebttofial aputudo to the^odal indiv dual in any 
other o( Ihe clasiet ot induitrul tocietr Thn has ne'er been eubliihed lutiitically 
and hardly ever can be but {i foDows bom an analyr i o( that process of loaa] 
selection in cap catist society The nalure of (be process also decemines the sense 
in which Che tens supenorily is lo be undersio^ By similar analysis of other 
sona] environmenu it can be shown lhai the same holds^irue for all nilin; 
classes about which we have hisioneat information. That ii to say it can be shown 
in all cases fine that human nioletiila nse and tall within the (lass into which 
they are bom in a manner which fits the hypothesis that they do so because o( 
their relative aptitudes and it can also be shown second tthat they nse and fall 
across the boundary lines of their class in the same manner? This rise and fall 
into higher and iower classes u a rule Cates more than Tone generacioa These 
aoJecuI« are iberefore families rather than uidividuali. And this explains why ob- 
servers who focus attention on indiridoals so frequently fail to find any rdation 
between ab lity and position and are inclined to go so fat as to contro^ 
them For individuals do start so differently handicapped*^hac excepting casM 
eff unusual personal achievement that rclautm which moreover refers to a mode 
only and leaves room for many exceptioiia reveals itself much less clearly if 
we neglect to survey the whoie chain of whidi each ind viduat i^a link These 
indicarrans do not of course establish my pomt but cmly luggeic how^J should go 
about esiablishing it if st were possible to dn so within the frame of pus book. 

I may however refer the reader to nty “nieone der soualen Klassen ImNethnisdi 
homogenen Milieu ^ drehiv fir Soiialwusetaebaft, 1917 '' 
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soaety We have seen that it has been and is causahy assoaated with 
practically all the cultural achievements o£ the capit^istic epoch and 
with as much o£ its economic achievements as xs not accounted for 
by the growth of the labonng population — ^with all the increase, that 
ts, m what is usually called the producuvity of labor (product per 
manhour)* And this achievement has been in turn causally asso- 
1 aated with a system of prizes and penalties of unique efficiency that 
socialism is bound to abolish. Therefore the question is, on the one 
hand, whether the bourgeois stock can be harnessed into the service 
of soaalist soaety and on the other hand, whether those of the func 
tions discharged by the bourgeoisie which socialism must take away 
from xt can be discharged by other agents or by other than bourgeois 
methods, or by both 

ITT The Problest of Bureaucratic Manaoemestt 
Rational exploitation of the bourgeou stock is doubtless the prob- 
lem which a soaalist regime will End the most difficult of all, a:^ 
It would take some optimism to aver that it will be successfully solved 
This however u due not pnmanly to the difficulties inherent in rt 
hut rather to the difficulty soaalists will expenence in recognmng 
Its importance and in facing it m a r^onable frame of mind The 
doctrine about the nature and the (unctions of the capitalist class 
that has been alluded to above ts in itself a symptom of a strong aver 
fiion to doing so and may be looked upon as a psycho-technic prepa 
ration for refusing to do so Nor is this surpnsing Whether a uee 
lance or a party executive or a avU servant, the individual socialist 
looks upon the advent 0! soaalism, naively but naturally, as syn 
onymous with Air advent to power Socialization means to him 
that 'we' are going to take over Displacement of existing manage- 
ments u an important, perhaps the most important, part of the show 
And I confess that in conversing w«h mihiant sooabsis I have often 
felt some doubt as to whether some or even most of them would 
care for a soaalist regune, however perfect in other respects, if it 
were to be run by other people 1 must add at once that the attitude 
of others was irreproachable ^ 

In Itself, successful solution of the problem requires above all 
that tlie bourgeois stock be allowed to do the work it is qualified 
to do by aptitude ind tradition, and hence that a method of selec 
"bon for managenal posiuons be adopted which is based upon fitness 
and does not differenuate against the ex bourgeois Such methods 
are conceivafile antf some of them may even compare favorably with 

*As pointed.out m die fint Part ttus bu been recognized by Marx himself id 
a focus cUusKut of the Communist Mamfeto 
*On this tee the eonuaents on the debbenuozu of the German Committee on 
Soaauzation, ch. xxui. p. joo 
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ihc capitalist method as it works in thi era ot the big corporation. 
Howcicr to be allowed to do ones york involves more than ap- 
pointment to an appropriate place When so appointed, one must 
also be gi\en freedom to act under ones own responsibiljiy And 
this raises the question of that Bureaucratiration of Economic Life 
which consiiiuics the theme of so many anti-sociahst homihes 
I for one cannot tisuallze, tn the conditions of modern society 
a soaalist organtratjon in any form other than that of a huge and 
all-embraang bureaucratic apparatus. Every other possibility I can 
conceive would spell failure and breakdown But surely this should 
not horrify anyone who realtzcs how far the bureaucratiiaiion of 
economic Iifo— of life in general even — has gone already and 'who 
knows how to cut through the underbrush of phrases that has grown 
up around the subject. As in the case of monopoly' these phrases 
derive much of ihcir hold on our mmds from their hutoncal source 
In the epoch of rising capitalism the bourgeoisie asserted itself pn 
marily through a struggle with teiritorial powers represented by, and 
acting through a monarchist bureaucracy And most of what the 
merchant and the manufacturer fcU to be irksome or silly inter 
ference assoaated luelf in the collective mind of the capitalist class 
with ihu bureaucracy or civil service. Such an assooation is an ex 
tremely durable thing this particular one proved so durable that 
even socialists themselves are afraid of the bugbear and often 
out of their way to assure us that nothing is further removed from 
their plans than the idea of a bureaucratic regime * 

We shall sec in the next part that bureaucracy is not an obstacle 
to democracy but an inevitable complement to st Similarly st u an 
inevitable complement to modem economic development and it will 
be more than ever essential m a socialist commonwealth But rccog 
nition of the inevitability of comprehensive bureaucratization does 
not solve the problems that arise out of it and it is just as well to 
use this opportunity to state what they consist of 
The elimination of the profit and loss motive that is often ex 
clusively stressed is not the essential point. Moreover, responsibility 
in the sense of having to pay for ones misukes with ones own 
money is passing anyhow (though not as quickly as wishful thinking 
would have us believe) and the kind ot responsibility that exisu in 
the larg^scale corjjoration could no doubt be reproduced in a social 
ist society (see below) Nor is the method of selecting leading exeetjw 
lives which is peculiar to a bureaucracy or avil service necessarily so 
inefliaeni as it is often made out to be Civil service rules of ap- 
•In Russia there is an addiuonaJ reason lor with profess ons The bughear be 
ome a Kape^at vhich all ihe leaden but e^>ec ally Trotsky knew how to use 
R ghily bank ng on the ihoughilessnesa of both the domest c and the toreign pub 
Ic they amply lad at the door of bamuoacy anyth ng fn Russia that they 
felt CO be short of adm rable 
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pomtment and promotion are not without an appreciable measure 
o£ rauonality Also they sometimes work better m pracuce than they 
appear on paper m particular, the el eme nt o£ the corporate opimon 
of the semce about a gi'en man may if gi'cn adequate ■weight do 
much toward faionng ability — at least ability of a certain t)pe^ 
’kluch more important is another point. The buieaucxaUc method 
y of transacting business and the moral atmosphere it spreads doubtless 
often exert a depressing influence on titt most active minds Mainly, 
fhi< IS due to the difficulty inhereiit 10 the burcaucrauc m ac h i n e of 
reconoiing indindual initiative 10111 the mechanics of its ivoikmg 
Often the machine gives bitle scope for initiative and much scope 
for naous attempts at smothering it From this a sense of fnistra 
tion and of futility may result which 10 turn induces a habit of 
mmd that rev els in blighting cnuosm of the efforts of others This 
need not be so many hureautiaaes gam on closer acquaintance with 
their work. But it is difficult to avoid and there is no simple reape 
for doing so 

It u not difficult however to insert the stock of bourgeois extrac 
tion mto us proper place withm that machine and to reshape its 
habits of worE We s^l see later tb«t, at least tir the case of soaal 
uauon m the fullness of tune, the conditions for moral acceptance 
of the sooalist order of things and for a transfer of loyalues to it 
are likely to be met. and that there need be no commissars to thwart 
and to insult. Rauooal treatment of the ex bourgeois elements with 
a view to secunng a maximum of performance from them iv*iU then 
not require anything that 1$ not just as necessary m the case of mitt- 
agerial personnel of any other extraction The question what rhtt 
rational treatment implies has been so reasonably and so undema 
gogtcally answered by some soaalist auiborjUcj that a very brief 
survey of the- important points wOI suffice 
We had better lecognue from the start that exclusive reliance on 
a purely altruisuc sense of duty is as unrealistic as would be a whole- 
sale denial of its importance and its possibilmes Even if full allow 
ance be made for the various elements that are cognate to sense 
of duty, such as the satislacuon denved from working and directing, 
some s)-stem of rewards at least in the form of soaal recogmuon 
and presuge would presumably prove advantageous On the one hand, 
common expenence teaches that it is difficult to find a Tnan or 
'tsfoman however high minded whose altruism or sense of duty func 
tions in complete independence of at least that kind of self mtcrest 
or if you prefer of fais or her vanity or desire for self assertion On 
the other hand, it is dear that the attitude which underhes thiv 
often pathetically obvious fact is more deeply rooted than the capi 
talist sjitem and belongs to the logic of life withm any social group 
t See below th. xxir 
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Hence it cannot be disposed of by phrases about the pest of capi 
tahsm chat tnfc«rts souls and distorts their natural propensities 
It ts howoer quite easy to deal with this type of individual egotism 
so as to eocpioit it for the service of soacty And a sooalm community 
IS tn a particularly favorable position to do this 

In capjialut socieiy Social recognition of performance or social 
presnge cames a strongly economic connotation both because pecu 
niary gam u the typical index of suixess according to capitalist stand 
ards and because most of the paraphernalia of social prestige — in par 
ticular that most subtle of all economic goodi, Soaal Distance— 
havii to be bought This prestige or distinction value of private wealth 
has of course always been recognized by cconomuts John Stuart 
Afill no wizard in foresight or insight caw it And ft is clear that 
among the incenuves to supernormal performance this is one of the 
most imponant / 

It has been shown in Part If that capitalist evolution itself tends 
to wealen that motive for desiring wealth a^ong with all the others 
Soaalum will hence require not nearly as great a revaluation of the 
values of life in what now forms the uppermost iiratum as it would 
have done a hundred years ago Moreover the prestige motive more 
than any other can be molded by simple reconditioning successful 
performers may conceivably be saiufed nearly as well with the pnvi 
lege— if granted with judiaous economy-^f being allowed to suck 
a penny stamp on their trousers as they are by receiving a zntlhon a 
year Nor would that be irrational For assuming that the penny 
stamp will impress the environmcm sufficiently to induce it to be- 
have dcferentully toward the wearer it will give him many of the 
advantages for the sake of which he at present prizes the million a 
year This argument loses nothing by the fact that such a praaice 
would only revive a device which in the past has been widely used 
with eacelleni roults. ^Vhy not? Trotsky himself accepted the Order 
of the Red Flag 

As regards preferential treatment in terms of real income it should 
be obs^ed tint of all that to a certain extent it is a matter of 
rational behavior toward the existing slock of soaal resources quite 
independently of the stimulus aspect. Just as race horses and prize 
bulls are the grateful reapients of attentions which it would be neither 
rational nor possible ■to ^tow on every horse and bull so the super 
normal human performer has to be accorded prefercntul treatment 
if the rules of economic rationality are to pevafl Of course they' 
need not The community may elect to give effect to ideals that pre 
elude thu and to refuse to look, upon men as they would upon 
ntankinear And aiV cAcc sir eivmmnso.* cf emvoW or say avSwiv tc cr 
that the community should not aa in ignorance of the fact that 
those ideals cost something The point is of considerable iroportanor- 
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Many incomes high enough to evoke advene comment do not gi%e 
their receivers more than the condiuons of life and work — distance 
and freedom from minor s^omes included — that are suffiaent to 
keep them fit for the kind of thing they arc doing 

So far as that point u taken account of, it will simultaneously 
solve, at least in part, the problem of providing purely economic 
T sumuh But I think that, again as a matter of rationality, the soaalist 
community stands to gam considerably by going much beyond the 
limits that are imposed by the race horse or machine aspect Once 
more the reason for this Bows, on the one hand, from observation 
of behavior and, on the other, from analysis of the economy and 
dviluation of capitalism which fails to support the view that the 
urge which soacty may exploit by preferential treatment is a product 
of capitalist conditions This urge is a propeller of socially valuable 
effort- If it is denied all chance of satisfaction, results will be some- 
what smaller than they could be although it is impossible to say by 
how much and although the importance of this element will be the 
smaller the more stauonary the economic process when soaalisra 
takes over 

This does not mean that jn order to do justice to the possibilities 
of stimulation of this kmd, nominal incomes would have to go to 
anything like their present heights At present, they include taxes, 
uvmgs and so on The elimination of these items would in itself 
suffice to reduce drastically the figures that are so offensive to the 
petty bourgeois mentality of our time Moreover, as we have seen 
before, the people fa the upper income brackets are being inccea<i< 
uigly trained to more modest ideas and in fact are losing most of 
the motives— other than the p^esuge motive — for desiring those levels 
of mcome that used to support expenditure on the seignonal scale, 
their ideas will be still more modot by the tune soaalism can be 
'expected to be a success 

Naturally, economic pharisees would sUlf throw up their hands 
in holy horror. For their benefit, I beg to point out that devices 
are ready at hand to placate their scruples These devices have emerged 
in the capitalist world but have been greatly developed m Russia. 
Essentially they amount to a combination of payments- in kind with 
a liberal provision in money for what arc supposed to be expenses 
yif the proper discharging of certain duties In most countries the 
higher ranks of the avil service are no doubt very modestly paid, 
ofep.'? iTOiAMraWj’ fcr, mvi cftr gnrac poiVticaf odices mostfy carry dec 
orously small money salaries But at least in many cases this is partly, 
in some cases ver/ amply, compensated not only by honors but also 
by official residences staffed at the public expense, allowances for 
offiaal hospitality, the use of admiralty and other yachts, special 
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provisions for service on inccmatioiul commissions or in the head 
quarter of an army and so on 

IV Samnc and Disopune 

Finall) what about the functions at present discharged by the 
bourgeouic that the socialist regime is bound to taLe away from it? 
Under this heading we shall discuu Sivtng and Discipline 

As regards the fint — a lurtction almost entirely discharged by the 
bourgeoisie and especially ii» higher ranks — I am not going to argue 
that sating is unnecessary or annsoaal Nor am I going to ask the- 
reader lo rely on the individual romrades' propensiiy to save Their 
contribution need not be neglected but Jt would be inadequate unless 
the socialist economy is to be thought of as quasi-statiooary Much 
more eficctisely as we hate seen, the central authority can do all 
that IS now being done through private saving by directly allocaung 
part of the national resources to the production of new plain and 
equipment The Russian experience may be inconclusive on many 
points but It is conclusive on this Hardships and abstinence have 
been imposed such as no capitalist soacty could ever have enforced 
In a more advanced stage of economic development it would not, m 
order to secure progress at the capitalist rate, be necessary to impose 
nearly as much When a quasi sutionary suge has been reached by 
the capitalist predecessor, even voIuntai7 saving may be sufficient. 
The problem though always solvable again shoves that different' 
Situations requue dilTerent socialisms and that the idyllic type can 
be successful only if economic progress is held to be of no account, 
in which case the economic criterion ceases to be relevant, or if eco- 
nomic progress though appreaated for the past u held to have gone 
far enough to be of no account for ihe future 

As regards discipline there is an obvious relation between the 
cffiaency of the economic engine and the authority over employees 
which by means of the institutions of private property and free 
comracting commercial soaety vests with the bourgeois employer 
This IS not simply a privilege amferred upon Haves in order to 
enable them to exploit Have-nots Behind the private interest imme- 
diately concerned there is the soaal interest m the smooth running 
of the productive apparatus Opinions may differ fairly as to how far 
in a given situation the latter is actually served by thd former and 
as to the extent of functionless hardship which the method of entrus^ 
ing the social interest to the self interest of employers used to inflict 
on the underdog But historically there cannot be any difference of 
opinion cither as to the existence of that social interest or as to the 
general effectiven«s of that method which moreover, during the 
epoch of intact capitalism, was evidently the only possible one Hence 
we have two questions to answCT Will that soaal interest persist 
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in the socialist environment? If so an the socialist plan supply the 
required amount of authority whatever it may be? 

It will be convenient to replace the term authority by its comple 
ment authoritarian discipline which 1$ taken to mean the habit 
inculcated by agents other than the ducipUned individuals them 
selves of obeying orders and of accepting supervision and criticism 
’^From this we distinguish sclf-discipline — noting that in part at least 
It is due to previous even ancestral exposure to the disciplining in 
fluence of authority— and group discipline which is the result of 
the piessute of group opinion on every member of the group and 
similarly due, in part, to authonurian training undergone in the 
past. 

Now there are two facts that may be expected to make for stricter 
self-disciphne and group discipline in the socialist order The asc 
has like so many others been all hut spoiled by foolish tdcahtations 
— the absurd picture of workers who are supposed to arrive by means 
of intelligent discussion (when resting Irom pleasant games) at 
decisions which they then arise to arry out in joyful emulation But 
things of this sort should not blind us to facts and inferences from 
fads that lend support to favorable expectations of a mote reasonable 
nature 

First the socialist order presumably will command that moral 
, allegiance which is being increasingly refused to capitalism This it 
need hardly be emphasized will give the workman a healthier atti 
tude toward his duties than he possibly an have under a system he 
has come to disapprove Moreover his disapproval 1$ largely the 
result of the mduences to which he is exposed He disapproves be 
cause he is told to do so His loyalty and his pride in good perform 
ance are being systematically talked out of him His whole outlook 
on life IS being warped by the class war complex But what on a 
previous occasion J have called the vested interest in social unre t 
ivill to a large extent disappear — or be made to disappear as v.c shall 
presently see — along wjth all other vested interests Of course against 
this must be set the removal of the disciplining influence exerted 
by the responsibility for ones own economic fate 
Second one of the chief merits of the socialist order consists in 
the fact that it shows up the nature of economic phenomena with 
unmistakable clearness whereas in the apitalist order their faces are 
- ICQvcrcd by the mask. of the profit interest \Vc may think as we please 
about the crimes and follies which socialists hold are perpetrated 
btVimd that mask but wc annot deny the importance of the mask 
Itself For instarce in a socialist society nobody could possibly doubt 
that what a nation gets out of international trade is the imports 
and that the exports arc the saoificc which must be undergone in 
order to procure the imports whereas in commercial society thu 
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common sense view is as a rule completely hidden from the man in 
the strtei who therefore cheerfully supports policies'that are to hu 
disadvantage Or whatever else the loaalist management may bungle, 
It certainly will not pay any premium to anybody for the express 
purpose of inducing him nol to produce Or nobody will be able 
lo get away with nonsense about saving Far beyond the waiter m 
hand economic policy will therefore be rationalized and some of the 
wont sources of waste will be avoided simply because the economic 
significance of measures and processes will be patent to every com 
radc Among other things, every comrade will realize the true iig 
nificance of restneness at work and especially of stnkes It does not 
mailer m the least that he will nol on that account ex post facto con 
Jemn the strikes of the capitalist period provided he comes to the con 
elusion that strikes would now be nothing else but anti-soaal attacks 
upon the nation i welfare If he struck all the tame, he would do so 
with a had conscience and meet public disapproval There would 
no longer be, in partioilar, any well meaning ^urgeois of both sexes 
svho think tt frightfully exciting io applaud tinkers and strike 
leaden 

V AwntORTTAWAN DlSaPUNE IN SoaAUSM A LcfSOtf noM 

Russia 

But those two facts carry us beyond an inference to the effect 
that as far as they go there might Ik more self discipline and more 
group discipline in socialist society hence less need for authoritarian 
discipline than there is m the society of fettered capiuhsm They 
also suggest that, whenever needed, authoniarlan enforcement of 
discipline will proie an easier task* Before giving the reasons for 
believing this I must give the reasons for believing that socialist 
society will not be able to dispense with authoritarian discipline 

First of all, so far as seU-discipIme and group discipline are at 
least to a considerable extent, the result of previous possibly ancestral 
training provided by authoritarian discipline, they will wear away if 
that training is discontinued for a sufTicient length of time quite 
irrespective of whether or not the socialist order provides additional 
reasons for conserving the required type of behavior that may appeal 
to the rational consideration or the moral allegiance of individuals 
or groups Such reasons and their acceptance are important factors 

•The iniporunce ot this ft ft an be establnhed »i a reasonable espeetaiion («• 
enimain ai Jewl for some lypes of iJ>e sodaltsi pattern, an hardly be exaggerated 
It is not only that disnpline improves the quaiiiy and it required the quantity 
of the labor hours Irrespective of Ibo disdplme is an economiz ng factor of the 
first order It labriates the wheels of the eamomic engine and gratly reduces 
waste and total effort per unit ol perfwmance The effioency of pUnn ng as well 
as of current management in particutar may be raised to a level far at»ve any 
thing that >s tasible under present condiuons 
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xn induang people to submit to the training and to a system oi 
sanctions rather than in enabling them to keep up to the mark a£ 
themselves This aspect gams wei^t if we reflect that we are con 
sidering discipline id the drab routine of everyday life, unglorified 
by enthusiasm, irksome in some if not in all details, and that the 
soaalist order will remove, to say the least, some of the pressure of 
, the survival motive which largely motivates self-discipline in capi* 
'talist soaety 

Second, dosely allied to the necessity of incessant training of the 
normal is the necessity of dealing with the subnormal performer 
This term does not refer to isolated pathological cases but to a broad 
fringe of perhaps 25 per cent of the population So far as subnormal 
performance is due to moral or volitional defects it is perfectly un 
realistic to expect that it will vanish with capitalism. The great 
problem and the great enemy of humanity, the subnormal, will be 
as much with us as he is now He can hardly be dealt with by 
unaided group disapline alone — although of course the machinery 
of authoritarian dvsapUne can be so constructed as to work, partly 
at least, through the group of which the subnormal is an element 
Third, though the vested interest in soaal unrei may be expected 
to disappear in part, there is reason to believe that it will not 
disappear entirely Stirring up trouble and putting monkey virenches 
into the works wiU still mean a career or the short cut to a career. 
It will no less than now be the natural reaction of both idealuts 
and self seekers displeased with their position or with things itt 
generaL Moreover there will be plenty to fight about m soaalut 
society After all, only one of all the great sources of controversy 
will be eliminated Beyond the obvious likelihood of the partial sur 
vival of sectional interests — geographic^ and industrial — there may 
be clashes of opinion for instant* about the relative weight to be at 
tributed to immediate enjoyment versus the welfare of future genera 
tions, and a management that espouses the cause of the latter might 
well be faced by an auilude not entirely dissimilar to the pT«ent 
attitude of labor and of the public lo general toward big business 
and Its policy of accumulation Last but not least, recalling what 
has been said on the subject of the cultural indeterminateness of so- 
aalism, we shall hate to tcalue that many of the great issues of 
national life will be as open as ever and that there is little reason 
,.,^1 expect that men will cease to fight over them 

Now, m appraising the ability of soaalist management to cope 
Che drfBrafcies that may arise uncTer these three heads we must 
bear in mind that the companion is with capitalism as it is today or 
esen with capitalism as it may be expected to function in a still 
more advanced stage of disimegcation \Vhen discussing the jm 
portance, so completely overlooked by many economists since the 
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lime of Jeremy Bentham, of unquestioning subordination s(rithm 
tJjc individual Firm,* we law that capitalist evolution tends to wear 
away its soao-psydiologjcal bases. The workman's readiness to obey 
orders was never due to a rational conviction of the virtues of capi 
talist society or to a rational perception of any advantages accruing 
to him personally It was due to discipline inculcated by the feudal 
predecessor of hu bourgeois master To this master the proletariat 
transferred part of that respect — by no means all of it — that their 
ancestors in all normal cases bore to iheir feudal lords, whose de- 
scendants also made things a lot easier for the bourgeoisie by staying 
in political power for the greater part of capitalist history 

By fighting the protecting stratum, by accepting equality in the 
political sphere, by teaching the laborers that they were just as val 
uable cmiens as anyone else, the bourgeoisie forfeited that advantage 
For a time, enough authority remained to veil the gradual but 
incessant change that was bound to dissolve the disaplme in the 
hciory By now, most of « js gone Gone are most of the means of 
Tnamtaining discipline, and, even snore, the power to use them 
Cone IS the moral support of the community that used to be ex 
tended to the employer struggling with infractions of discipline 
Gone finally is— 'largely in consequent of the withdrawal of that 
support— the old attitude of govemmenul agencies, step by step 
we can trace the way that led bom backing the master to neutrality 
through the various nuances of neutrality to backing the workmanV 
right to being considered an equal partner in a bargain, and from 
this to backing the trade union against both employen and individual 
workmen.** The picture is completed by the attitude of the hired 
business executive who, knowing that if he claimed to be fighting 
for a public interest he would not even rouse indignation but only 
hilarity, concludes that it is more pleasant to be commended for 
progressiveness— or to go on holiday — than to incur obloquy or 
danger by doing what nobody admits to be hu duty 

Considering thu state of things, we need not project the tendenaes 

•See ch xi p 1*7 

‘•Toleration amounting to encouragement of luch practices as picketing may 
Kfve at a useful landmatk in a proces tiiat bas not run a straight (me course, 
l^slation still more administrative pracuce in this country is particularly In 
tereiiing because the problems Involved have been brought out with unequaled 
emphai s ov-ing to the fact that change after having been long delayed has been 
crowded inio so short a lime The atsenre of any awareness that there may ^ 
other social interests for govemmeni to tale tare ©t in its attitude to labor 
problems than the short run imerot of the working ebss is as charactensUc as u 
ihe halfbeaned but tigniiam adoption of class war tactica. Much of this can 
be explained by a peculiar political ooofigurauon and by the peculiarly Amencatf 
impossih lay of corrall ng the proleunat into an effective organization in any 
other nay Sut the iVuitrative value dS the Ai&enan labor situaucm u cot sub* 
itanually Impaired thereby 
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inherent m it very far ahead in order to visualize situations in which 
socialism might 6e the only means of restonng social discipline But 
it IS clear m any case that the advantages which a socialist manage 
ment will command in this respect are so considerable as to weigh 
heavily in the balance of productive efiiciencies 
First, the socialist management will have at its disposal many more 
tools of authoritarian discipline than any capitalist management can 
ever have again The threat of dismissal is practically the only one 
that IS left — agreeable to the Benthamite idea of a contract to be 
rationally entered into and dissolved by social equals — and the handle 
of even that tool is so framed as to cut the hand that attempts to 
use It But threat of dismissal by the socialist management may mean 
the threat of withholding sustenance that cannot be secured by an 
alternative employment Moreover, whereas m capitalist society it 
roust as a rule be dismissal at nothing — because public opinion on 
principle disapproves of the very idea of one party to a contract dis 
ciplining the other — the socialist management may be able to apply 
that threat to any degree that may seem rational and to apply other 
sanctions as well Among the less drastic of the latter are some 
which a capitalist ipanagement cannot use because of its lack of 
moral authority In a new social atmosphere, mere admonition may 
have an effect which it could not possibly have now 
Second, the socialist management will find it much easier to use 
N whatever tools of authontatian disapline n may have There will be 
no government to interfere Intellectuals as a group will no longer 
be hostile and those individuals who are will be restrained by a society 
that once more believes m its own standards Such a society will in 
particular be firm in its guidance of the young And, to repeat, public 
opinion will no longer countenance what it will consider seim 
criminal practice A strike would be mutiny 
Third, there will be infinitely mote motive for the managing group 
to uphold authority than there u for government in capitalist democ 
racy At present the attitude of govemmems toward business is akin 
to the attitude which m political life we associate with opposition it 
ts cntiml, checking and fundamentally irresponsible That could not 
be so m soaahsm The ministry of production will be responsible for 
the funaiomng of the engine. To be sure that responsibility would 
be poliucal only and good oratory might possibly cover many sms 
Nevertheless the opposition interest of govemmem will of necessity 
■ 3e elumnated. and a strong motive for successful operation will be 
substituted for it. Economic necessities will no longer be a laughing 
matter Attempts at paralyzing operations and at setting people against 
their work will amount to attacking the government And it can rea 
sonably be expected to react to Uus 
Again, as in the case of savu^ the various objections that may be 



^i6 Can Soculism Work? 

•mjctl against generahzatiom from Russian experience do not impair 
the value of its lessons in a matter which in a more mature or other 
WBC more nearly normal socialut soaety should present less and not 
more difficulties On the contrary we can hardly hope for a better 
illustration of the mam points of the above argument 

The Bolshevik Revolution o( 1917 completed the disorganization of 
the small but highly concentrated indusina! proletariat of Russia , 
The masses got out of hand entirely and gave effect to their conception 
of the new order of things by innumerable strikes of the holiday 
making type and by taking possession of the lactona “ Management 
by workmen s councils or by trade unions was the order of the day 
and teas accepted by many leaden as a matter of course A mmiinum 
of influence was with difficulty secured for engineers and for the 
Supreme Council by a compromise arrived at early m igi8 the thor 
oughly unsatisfactory working of which was one of the major motives 
for embarking upon the New Economic Policy in 1931 Trade unions 
then for a time relapsed into something like the (unctions and atti 
tudes they have m a severely fettered capitalism But the first Five 
Year Plan (19*8) changed all that by 193* the mdustrul proletariat 
was more tn hand than it had been under the last Tsar Whatever 
else the bolsheviks nay have failed in they have certainly succeeded 
zn this respect ever since The way m whi^ this was done u highly 
instructive 

The trade unions were not suppressed On the conirary they were' 
fostered by the government membership increased by leaps and 
bounds and was nearly 17 mtliions as early as 193a But from expo- 
nents of group interests and obstacles to discipline and performance 
they developed into exponents of the social interests and into tools 
of ducipline and performance acquinng an attitude so completely 
different from that which is associated with trade unions in capitalist 
eoumnes that some wesfem laborjtes refused to recognize them as 
trade unions at all They no longer opposed the hardships incident 
to the pace of industrialization They readily stood for extension of 
the working day without additional remuneration They dropped the 
principle of equal wages and espoused a system of premiums and 
other inducements to effort Stokhanouum and the rest of it They 
recognized — or submitted to— the manager s right to dismiss workmen 
at will discouraged democratic meetingism — the practice of the 
workmens ducussmg the ordeis received and executing them only' 
after approval — and cooperating svith comrades courts and purge 
commissions adopted rather strong lines against the slacker and the 

“Such breakdowtis of d sapl ne » far hwe occurred m most huior cat cases 
For instance they were the immed ate cause of the fa lure of the quasi soaal st 
expet menu tried in Farts during Cbe revolutioa of 1848 
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subnormal Nothing was heard any more of the nght to strike and to 
control production 

Now ideologically there was no difficulty at all about this We may 
smile at the quaint terminology which labeled as counterrevolutionary 
and contrary to Marx s teaching everything that did not quite agree 
with the govemment s interest in th e full utilization of labor But 
Athere is in fact nothingantisoaalisi in that attitude it is only logical 
that with class warfare the obsiructiomst practices should pass away 
and the character of collective agreements should dunge Critics are 
wrong to overlook the amount of self-disaphne and group discipline 
which the system was able to release and which fully bears out the 
expectations we have formed on the subject At the same time it is 
no less wrong to overlook the part pla>^ in the achievement, such 
as It IS by the authoritarian kind of disapline which powerfully sup- 
ports and no less powerfully supplements the other kinds 

The individual trade unions as well as their central organ, the 
General Counal, have been subjected to the control of the govern 
ment and o! the Communist patty What used to be described as the 
labor opposition in the latter has been suppressed, and labor leaders 
who persisted in recognizing a distinct interest of the workmen have 
been removed from their positions Thus, ever since the govern 
mental reorganiration in igai, ceruinly since igtg trade unions have 
hardly been m a position to say or do anything that might run counter 
to the wishes of the ruling set They have become organs of authors 
tanan duapUne — which fact well illustrates a point made before 

Again, inasmuch as the modern workmans unhealthy attitude to 
his work IS due to the mSuences to which he is exposed it is essential 
to notice the tremendous difference ii makes if sense of duty and pnde 
in performance are incessantly being talked into him instead of being 
incessantly talked out of him The fact that the Russian state, unlike 
the capitaUst state, is in a position to enforce in the teaching and 
guiding of the young, conformity with its ends and structural ideas 
immeasurably increases its*abiUty to create an atmosphere favorable 
to factory discipline Iniellecinals are evidently not at liberty to 
tamper with it And there is no public opinion to encourage infrac- 
tions 

Finally dismissal spelling privation, shifts amounting to deporta 
tion Visits by shock brigades and occasionally also by comrades of 
-•he Red Army are, whatever their legal construction, practically mde 
pendent means in the bands of the government by whidi to safeguard 
performance There u mouve to use them and, as a matter of uni 
venally admitted fact, they have been unflinchingly used Sanctions 
which no opiialist employer would ihinlrof applying even il he had 
the power frown sternly from behind all gentler psycho-technics 

The sinister connotatiOns of all this are not essential to our argu 
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ment Thcte is nothing sinister in what I am trying to convey The 
cruelties to individuals and whole groups are largely attributable to 
the unrijiencss ol the situation to the circumstances ol the country 
and to the quality of its ruling personnel In other circumstances in 
other stages of dcxelopmcnt and with other ruling personnel they 
will not be necessary If It should prove unnecessary to apply any 
sanctions at all so much the better The point is that at least one"' 
socialist regime has actually been able to foster group discipline and 
to impose authoritarian discipline It a the principle that matters and 
not the particular forms in which it was turned into practice 

Thus even apart from the merits or dements o! blueprints com 
panson with fettered capitalism does not turn out unfavorably for 
the socialist alternative It must be nnphasired again that we have 
been talking — though in a sense different from that which wasxelevam 
to our discussion of the blueprint — of possibilities only Many as- 
sumptions are necessary in order to turn them into certainties or even 
practical likelihoods and u » no doubt just as legitimate to adopt 
Other assumptions that would yield different resulu In fact we need 
only assume that the ideas prevail which constitute what I have 
termed idyllic socialism in order to convince ourselves of the likeli 
hood of complete and eien ludicrous failure Thu would not oven . 
be (he worse possible outcome Failure so patent as to be ludicrous 
could be remedied hfuch more insidious as welt as likely is failure not 
so complete vshich political psycho-technics could make people believe 
to be a success Moreover deviations from the blueprint of the engine 
and from the principles of running the system are of coune no less 
likely than they arc in commercial society but they may prove to be 
more serious and Jess self-corrective Bui if the reader glances once 
more over (he steps of our argument he will 1 iliink be ableto satisfy 
himself that the objections which have their roots in this class of 
considerations do not substantially impair our case — or that more 
precisely they are objections not to soaalism per se as defined for our 
purpose but to the features particular types of socialism may present 
It does not follow from them that it is nonsense or wickedness to 
f gilt for socialism Ji only follows that figbimg for soaalism means 
no determinate thing unless « is coupled with a perception of what 
kind of socialism will work IVheiher such a soaalism is compatible 
with what we usually mean by democracy is another question 
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TRANSITION 


I Two Different Probums Distincuisked 

I T IS, 1 believe recognized by everybody and m pailicular by all 
orthodox socialists that the iramuion from the capitalist to the 
soaalist order will always raise problems lut generis whatever the 
conditions under which it may talte place. But the nature and extent 
of the difficulties to be expected differ so greatly according to the 
stage of the capitalist evolution at which the transition is to be made 
and according to the methods which the soaalizing group is able and 
willing to use that it will be convenient to construct two different 
cases in order to typify two different sets of circumstances This device 
15 all the more easy to apply because there is an obvious connection 
between the \Vhen and the How Nevertheless both cases will be dealt 
with in reference to fully developed and fettered capitalum only— 
I shall not waste space on the possibilities or impossibilities presented 
by any earlier stages Bearing this in mind, we shall call them the 
* cases of mature and premature socialization 

Most of the argument of Part 11 may be summed up in the Marxian 
proposition that the economic process tends to socialite tfrel/^nd 
also die human soul By this we mean that the technological organi 
zauonal conuneiaal, admmutraiive and psychologital prerequisites 
of soculism tend to be fulfilled more and more Let us again \ isualite 
the state of things which looms in the future if that trend be projected 
Business excepting the agranan sector, is controlled by a small num 
ber of bureaucratized corporations Progress has slacl.ened and be 
come mechanized and planned. The rate of interest converges toward 
zero, not temporarily only or under the pressure of governmental 
policy, but permanently owing to the dwindling of investment oppor 
tunities Industrial property and management have become deperson 
alized — ownenhip having degenerated to stock and bond holding the 
executives having acquired babiu of mind similar to those of cml 
servants Capitalist motivation and standards have all but wilted 
away The inference as fo the transition to a soaalist regime in such 
fullness of lime is obvious But two points deserve to be mentioned 
First different people — different socialists even — ^ivill differ from 
one another both in the degree of approximation to that stale which 
will be satisfactory to them and in ^eir diagnosis of the degree of 
approximation which has been actually reached at any given tune 

919 
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This IS quite natural because the progress toward socialism which » 
inherent m the capitalist process goes on by slow degrees and will 
ne\cr pass any traffic light that, rccognirabJc to all, would show bqond 
tlic possibility ol doubt exactly when the road is open Room for 
honest difference of opinion is gyeacly increased by the additional 
fa« that the required conditions of success do not necessarily evolve 
pan passu For instance, it might be plausibly argued that in 1913 
the industnal structure of this country, taken by itself, was more 
nearly ripe ' than that of Germany Yet few people will doubt that, 
had the experiment been made in both countries, the chances of sue 
cess would have been infinitely greater with the state-broken Germans, 
Jed and duaplined as they were by the best bureaucracy the world 
has ever seen and by her excellent trade unions But bejond honest 
differences of opinion — including those that are explainable on dif 
fercnces of temperament simitar to (hose which will make equally 
competent and honest doctors differ as to the-advisability of an opera 
non — there will always be a suspiaon. oficn but too well founded, 
that the one party to the discussion does not and will never want to 
admit matunty because it does not really want sooalum and that the 
other party will for reasons that may or may not spring from idealistic 
bases, assume maturity under any circumsiances whatsoever 
Second, even supposing that an unmistakable state of matunty be 
reached, transition will siiU require distinct action and still present 
a number of probtenu v 

The capitalist process shapes things and souls for soaalum In the 
limiting case u might do this so completely chat the final step would 
not be more than a formality But even then the capitalist order 
would not of Itself turn into the soculist order such a final step the 
offiaal adoption of socialism as the community's law of life, would 
still have to be taken, say, in the form of a constitutional amendment. 
In practice however people will not wait for the limiting case to 
^emerge Nor would it be rational for them to do so, for maiuriiy may 
to all intents and purposes be reached at a time when capitalist m 
teresis and attitudes have not jet completely vanished from every 
nook and cranny of the social structure And then the passing of the 
constitutional amendment would be more than a formality There 
would be some resistance and some difficulties to overcome Before 
considering these, let us introduce another distinction 

Fundamentally, things and souls shape themselves for socialuA 
automatically, le, independently of aijyones volition and of any 
measures taken to that effect But among other things that process 
also produces such volition and faents such measures — enactments, 
administrative actions and so on The sum total of these measures is 
part of the policy of soaalitation which therefore must be thought of 
as covering a long stretch ol time, at all events many decades But 
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Its history naturally divides into two segments separated by the act of 
adopting and organizing the soaaltsl regime Before that act, the 
policy pf soaaluation is— no matter whether intentionally or unin 
lentionally — preparatory, after that act it is constitutive The former 
segment will come in for only a short discussion at the end of this 
chapter Now we are gdlng to concentrate on the lauet 

II Socialization in a State or Maturtiy 

In the case of mature sociakiatioii the difficulties with which it 
will be the first task of * soaaluauon after the act ’ to deal are not 
only not insurmountable but not even very serious Maturity implies 
that resistance will be weak and that cooperation will be forthcoming 
from the greater part of all classes — one symptom of which will be 
preasely the possibility of carrying adoption by a constitutional 
amendment, t e , in a peaceful way without a break in legal continuity 
Ex hypothesi people will undersund the nature of the step and even 
most of those who do not like it will give n a tolerari posse Nobody 
will be bewildered or feel that the world is crashing about hi$ ears 

Even so. oi course, « 13 not entirely ofi the cards that there might 
be revolution But there is not much danger of this Not only will 
complete or approximate absence of organized resistance on the one 
hand and of violent exatement on*the other reduce the opportunity 
for a revolutionary drive, but also there will be a group of expenenced 
and responsible men ready to put their hands to the helm, both able 
and willing to keep up discipline and to use rational methods that 
will mmimue the shock They will be assisted by well trained public 
and business bureaucracies which are in the habit of accepting orders 
from the legal authority whatever it is and who are not very partial 
to capitalist interests anyway 

To begin with we will simplify the transitional problems before the 
new ministry or central board in the same way in which we have 
already simplified their permanent problems, f e , by assuming that 
they will leave farmers substantially alone TTiis will not only elimi 
nate a difficulty that might well prove fatal — for nowhere else is the 
property interest so alive as it is among farmers or peasants the 
agrarian world is not everywhere peopled by Russian peasants — but 
also bring additional support for nobody hates large-scale industry 
and the speafically capitalist interest as much as the fanner does 
'^he board may also be expected to conciliate small men of other 
types around the soaaluedjiuhiucies jhpAmaU -ccaftsmao .tngsh» 
a time at least be allowed to do his jobs for profit, and the small 
independent retailer to sell as the tobacconist does today m countries 
where tobacco and tobacco products are monopolized by the state 
On the other end of the scale, the personal interests of the man 
whose work counts individually— the executive type, let us say 
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could easily be taken care of, on ihe lines indicated before, so aj to 
atoid any serious hitch in the running of the economic engine Drastic 
assertion of C(]ualiianan ideals of eoune might spoil everything 
What about the capitalist interest? In the fullness of time as tndi 
cated above we may roughly equate it to the interest of stock and 
bond holders — the latter standing also for hdldcrs of mortgages and 
insurance policies For the socialist who knows nothing except the 
Holy Writ and who thinks of this group as composed of a small num 
ber of itnmemely rich idlers there would be a surprise m store at 
maturity this group might possibly comprise a majority of the elec 
torate whicli (hen would look with little favor on proposals for the 
confiscation of their claims however small individually But nevef 
mind whether or nok the socialist regime could or should expropn 
ate them without indemnity All that matters to us is that it would 
be under no economic necessity to do so and that if it should deode 
for confiscation this would be the commurtuy s free choice, in obe 
dience say, to the ethical principles it might adopt and not because 
there is no other way For payment of the inierest on bonds and 
mortgages as far as owned by individuals plus payment of claims from 
insurance coniracts plus payment m lieu of dividends of interest on 
bonds to be issued to former stockholders by the central board— so 
that these stockholders while losing their voting power would still 
reum an income roughly equal to a suitably chosen average of past 
dividends— would not as a glance at the relevant statutics will show, 
constitute an unbearable burden So tar as the socialist commonwealth 
Continues to make use of private savings n obnouiTy might be policy 
to shoulder h Limitation in tunc could be achieved either by turn 
»ng all these payments into terminable annuiiies or else by an appro- 
priate use of income and inheritance taxes that might thus render 
ihetr last service before disappearing forever 
This I think sufficiently charactenies a feasible method o! social 
ization after the act that, under the arcumsiances envisaged might 
be expected to perform the task of transition firmly safely and gently 
with a minimum of loss of energy and of injury to cultural and eco- 
nomic values The managements of large-scale concerns would be 
replaced only in c^ses in which there arc specific reasons for replace- 
ment If at the moment of transition there **ill private partner 
ships among the firms to be socialwed they would be first transformed 
into companies and then socialized in the same way as others Foundi' 
lion of new firms would of course be prohibited The structure of 
intercorporate relations — holding companies in particular — would be 
raiionahred i e , reduced to thtise relations that serve administrative 
efficiency Banks would all be turned into branch offices of the central 
institution and m this form might still retain not only some of their 
mechanical functions — part at least of the soual bookkeeping would 
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almost necessarily devolve upon them — bt/t possibly also some power 
oser industrial managements that might take the form ol poster 10 
grant and to refuse “ctediu if so. the central bank might be left 
independent of the ministry of production itself and become a sort 
of general supervisor 

^ Thus, the central board going slowly at first and gradually talang 

’ up the reins without a jerk, the economic sj-stem would have time to 
settle down and find its bearings while the minor problems inadent 
to transition could be solved one by one. Little adjustment of pro- 
duction would be necessary at the banning — a toai»eT of 5 per cent 
of total output at the outside. For unless equilitanan ideas assert 
themselves much more strongly than I have assumed, the structure of 
demand will not be very materially affected. Transfer of men, lawyers 
for instance, to other employments would. 11 is true, be on a some- 
what larger scale because, there are functions to be served in capitalist 
mdustry which will no longer have 10 be served m the socialist ccon 
omy But this too would not create any senous difficulty The larger 
problems of the elumnauon of subnormal units of production, of 
further concentrauon on the best opportunities, of locational rationali 
zation with the inodental tedistnbutioD of the population, of stand 
arduauon of consumers' and producen' goods and so on would or, at 
^ all events, need not emerge before the system has digested the organic 
'change and is running smoothly on the old lines Of socialism of this 
type It may without absurdity be expected that it w ould m time realue 
all the possibUiues of superior perfonnance inherent in its blueprint. 

III. SOOAUZATION Dt A StaTX OF IMMATURITY 
1. No such prognosis u possible in the second case, the case of 
premature adoption of the prinaple of soaalism It may be defined 
as transition from the capit^tst to the soaalist order occurring at a 
time when it has become possible for soaaltsts to gain control of the 
central organs of the capitalist state while nevertheless both things 
and souls are as yet unprepared. We are not, let me repeat, going to 
discuss situations so immature that the hope of success would seem 
fantastic to any sane person and the attempt at conquenng power 
could not be more than a ridiculous Putsch Hence I am not gomg to 
argue that immature soaalization must unavoidably end m complete 
_^scomfiture or that the resulting arrangement is bound to break 
" nowm I am still envisaging fettered capitalism of the present-day 
type with re/ej-enct w wbicb the problem an at least be reasonably 
raised. In such a setting it is even likely to be raised sooner or later 
The long run situation becomes more and more favorable to soaalist 
ambitions It is sull more important that short run situations may 
German situation m jgiS and 1919 is a good example, 
some people would also pomt to the Amexican situation in 1932 m 
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which* temporary paralysis of ihc capitalist strata and their organs 
Q^ers tempting opportunities 

i Just what this unprepareclness or immaturity of things and souls 
means the reader can easily rcaliie by turning to the picture of a 
mature situation that has been drawn a few pages back Nevertheless 
I wish to add a few touches for the particular case of this country in 
*932 

A period of vigorous — though in terms of rates of change not 
abnormal — industrial activity had preceded a depression the yery 
violence of which testified to the extent of the necessary adjustments 
to the results of progress That progress in the leading lines was 
obviously not completed — it is enough to point to the fields of rural 
electrification of the electrification of the household to all the new 
things in chemistry and to the possibilities opening up m the building 
industry Hence ccmsiderable loss m emrepreneurial energy in pro- 
ductive efficiency and in the future welfare of the masses could have 
been conrdently predicted from bureaucratiring sociahiation It is 
amusing to realize that the general opinion which in the hysteria of 
the depression the imeUectuais of socialist leanings were able to impart 
to the public was exactly the opposite This however is more g^mane 
to the diagnosis of the social psychology of that situation than' to its 
economic interpretation 

Immaturity also showed in the industrial and commercial organiza 
tion Not only was the number of small and medium sized firms still 
very considerable and their cooperation in trade associations and so 
on far from perfect but the development of big business itself though 
the subject of much uncritical wonder and hostility had not gone 
nearly far enough to make it safe and easy to apply our method of 
socialization If we draw the line of large^caJe business at firms having 
50 million dollars of asseu then only 553 per cent of the national 
total was owned by large corporations only 36 s per cent if we exclude 
finance and public utilities and only 46 3 per cent tn the division of 
manufactures * But corporations sm^ler than this will not m general 
lend themselves easily to sociatuacion and cannot be expected to work 
on under it in their existing form If nevertheiess we descend to a 
lo-million-dollar limit we still find no more than 67 5 52 7 and 64 5 
per cent respectively The mere task of taking over an organism 
structured like this would have been formidable The still more for 
midahle task of making u function and of improving it would ha\^ 
had to be faced without an experienced bureaucracy and with a labor 
force so imperfectly organized and, in part so questionably led as 10 
be likely to _get out of hand. 

Souls were still more unprepared than things In spite of the shock 
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Imnincd liy Oic <lcprc$ilon. nf>i only Inuinw proplr Inn n vtry 
pin of the workmen and fnrmeri ind fdt In the termt of 

the bourgcoi* order and did not rrnlly htve a t^t^r conception of any 
alternative, for them the conception of Jocnliniion and even of 
much lc« than tVih wat still "wnAmtnean" 'I here waa no clhctcnl 
lociilHt party. In fact no quantitatively significant support for any 
7of the olTichl soclaliJi groups cxcqiung tin. foenmnmns of Si illnist 
pcrsuaiion The farmers disliked lociahsm, tliougli every irotihlc was 
taken to reassure tlicm, only tv shade less than they disliked lug hud* 
ness in general or railroads in particular. While support would have 
iKcrv weak, and much of it either hlataoily Interested or else luke- 
warm, resistance would have liecn strong It would have been the 
resistance of people who honestly felt tint wlnt they were doing 
nobody, least of all the state, could do as well .and that In resisting 
they were fighting not for their Interests only hut also for the common 
good — for the ahsoltite light against absolute darkness The Amcriran 
bourgeoisie was losing its vitality but had not lost it complcirly It 
would have resmed with a clear conscience and would have been in .a 
position to refuse both assent and cooperation One symptom of the 
iliintion would have been the necessity to use force not igainsi iso- 
lated individuals hut against groups .and classes anoilicr would Iiave 
been the impossthility of carrying adoption of the socialist principle 
by constitutional amendment, ic, without break (n legal continuity 
the new order would have hart to I>c csiabllshert by revolution more 
likely than not by a sanguinary one This pariieular example of .an 
immature situation may U open to the objection tbai U comes wiihm 
the category of ab-urdly hopeless eases Hut tlie pitture rornhines and 
Illustrates the main features pvtscntnl by every immature sociahra 
tion and will hence serve for the purposes of a discussion of the 
general ease. 

Tins c.asc IS of course the one contemplated by nrlliodox soriahsis, 
most of wliom would be unable to put up with anything less fascinat- 
ing than the spectacular slaying of the capitalist dragon hy the prole- 
tarian St George It is not however because of tint unfortunate 
survival of early bourgeois revolutionary Ideology tint we arc going 
to survey the consequences aviuch follow from the combination of 
political opportunity and economic unpreparedness but because the 
problems clnnctcrisflc of the act of socialuation .as usually under- 
?iood arise only in this case 

3 Suppose then that the Revolutionary People — in the Itolshcvist 
Revolution ilus lictame n son of official title like Most Christian 
King— have conquered ilic central offices of the government, the non- 
wclalm patties the nonsociaUsi press, etc anti installed their men. 
The personnel of these offices as well as the personnel of the indus- 
trial and commercial concerns is juirily goaded into— ex /lypot/iesi— 
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unwilling coopcranon and partly rgilaced by the labor leadm and 
by the intellectuals who rttsh from the czU to these ofRces To the 
new central board wc shall concede two things a red army strong 
enough to quell open resistance and to repress excesses — wild sociali 
zaiions in particular*— by firing impartially to right and left and 
sense enough to leave peasants or [am\crs alone in the way indicated 
above No assdmpiion is made as lo the degree of rationality or hu 
roaniiy in the treatment dealt out to the members of what had been 
the ruling strata In fact it is difficult to see how any but the most 
ruthless treatment couM be possible under the arcumstances People 
Vtlio know that ihcir action is felt to be nothing else but viaous ag 
gression by ihcir opponents and that they are in danger of meeting 
the fate of Karl Liebknecht and Rosa Luxemburg will soon be 
driven to courses violent beyond any original intention They will 
hardly be able to help behatrng with criminal ferocity toward oppo- 
nents whom they will look upofi as ferocious criminals — those oppo- 
nents that still stand for the old order and those opponents that form 
the new leftist party winch cannot fail to emerge Neither violence nor 
sadism will solve problems however ^Vhat is the central board to do 
except complain about sabotage and call for additional powers in 
order to deal vnth conspirators and wreckers? 

The first thing which must be done is to bring about inflation The 
banks must be seized and combined or coordinated with the treasury 
and the board nunistry must create deposits and banknotes using 
traditional methods as much as possible I believe inflation to be 
unavoidable because 1 have still to meet the socialist who denies that 
in the case under discussion the socialist revolution would at least 
temporarily paralyze the economic process or that in consequence the 
treasury and the finanaal centers would for the moment be short of 
ready means The socialist system of bookkeeping and income units 
not being as jet in working order, nothing remains except a policy 
analogous to that of Germany during and after the First World War or 
that of France during and after the revolution of 1789 noewithstand 
mg the fact that m those cases it was precisely the unwillingness to 
break, with the system of private property and with the methods of 
commercial society that enforced inflation for so considerable a time, 
for the day after the socialist revolution when nothing would be in 
shape this difference does not mailer 

It should be added however that besides necessity there is anoihst- 
motive to embark upon this course Inflation 11 in itself an excellent 
means of smoothing certain transitional difficulties and of effecting 
partial expropriation As regards the first it is for instance evident 

* tv M tocijf atiOTu— * term that ha* acquired oOiail itanding— are afinnpa by 
tbe worVinen of each plant lo supersede Ibe nunagroieni and to ulte Riaiten lacs 
their own hands They are ihe nightmaie ot every responsible socialist. 
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that a drastic inaease m money wage rates will for a time avail to 
wa d off possible outbreaks of rage at the fall in real wage rates that, 
temporarily at least, would have to be imposed As regards the second, 
inflation expropriates the holder of claims in terms of money in a 
delightfully simple way The board might even make matters easier 
for melf by paying owners of real capital— factories and so on— any 
■tamount of indemnities if it resolves at the same lime that these shall 
' become valueless before long rinally. it must not be forgotten that 
inflation would powerfully ram such blocks of private business as 
may have to be left standing for the momenL For, as Lenm has pointed 
out nothing disorganizes like inflation in order to destroy bourgeois 
soaety you must debauch its money ’ 

4 The second thing to do is of coune to soaalize Discussion of 
transitional problems starts from the old controversy waged among 
socialists themselves — ^mote preasely between socialists and what are 
more properly called labOrites — on full or one stroke versus partial or 
gradual socialization Many socialists seem to think it due to the purity 
of the Faith and the true belief tn the efficacy of the socialist grace 
to champion the former under any arcumstances and to despise weak 
kneed labontes who on this point as on others are much hampered 
by most inconvenient traces of a seme of responsibility But I am 
going to vote for the true believers* We are not now discussing 
transitional policy in a capitalist system that is another problem to 
be touched upon presently when we shall see that gradual socializa 
tion within the frameworh of cap%talum is not only possible but even 
the most obvious thing to expea We are discussing the completely 
different transitional policy which u to be pursued after a socialist 
regime has been set up by a political revolution 
In this case, even if there be no more than the inevitable minimum 
of excesses and if a strong hand impose comparatively orderly pro 
cedure u is difficult to imagine a stage m which some of the great 
industries are socialized whereas others are expeaed to work on as 
if nothing had happened Under a revolutionary government which 
would have to live up to at least some of the ideas propagated in the 
days of irresponsibility, any remaining private industries may well 
pease to function I am not thinking primarily of the obstruction that 
might be expected from the entrepreneun and from capitalist interests 
in general Their power is being exa^rated now and would I irgely 
xcase to exist under the ejes of commissan And it is not the bourgeois 
way ta refuse, ta fulfilk oirwu. diums. hraisjgyyf, -ivvy ■>/, 'et, -vVnjg 

to them Resistance there would be but it would be resistance m the 
political sphere and outside of the faaory rather than resistance within 
* Scripture does noi support them clearly however If the reader will look up the 
Communiji Manifesto he will find a most disamceriing by degrees planted right 
to the most relevant passage 
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It Unsoaalucd {ndusines \>.ould cease to function simply because they 
tvouM be prevented from funaioning in their own way— the only one 
in which capitalist industry can (unuion — by the supervising com 
missars and by the humor of both their workmen and the public. 

But this argument covers only the cases of large-scale indusuies and 
of those sectors which can be easily molded into large-scale units of 
control It docs not completely cover all the ground between the 
agrarian sphere whicli we have excluded and the large scale indus 
tries On that ground, consisting mainly of small or medium-sized 
business, the central board could presumably maneuver as expediency 
might dictate and m particular advance and retire according to 
changing conditions Thu would still be full socialization within our 
meaning of the term 

One point remains to be added. It should be obvious that soaaliza 
tion in any situation immature enough to require revolution not only 
in the sense of a break in legal continuity but also in the sense of a 
subsequent reign of terror cannot benefit, eiiher in the short or in the 
long run, anyone except those who engineer it To work up enthusiasm 
about it and to glorify (he courage of risking all that it might entail 
may be one of the less edifying duties of the professional agitator But 
as regards the academic intellectual the only courage that can possibly 
reflect any credit on him is the courage to aiticue, to caution and to 
restrain 

IV SOCIAUST PottCY BCFORJt THE ACT TJIE IWCUSH EXAMELE 

But roust we really conclude that, now and for another fifty or one 
hundred years, serious socialists cannordo anything except to preach 
and wait? Well the faa that this is more than can be expected of any 
party that wants to keep any njemberj, and all the arguments — and 
sneers — that flow from this all loo-human source, should not be allowed 
to blot out the other fact that there is a weighty argument for this 
conclusion It might even be argued quite logically that soaaliscs 
have an interest to further the development that works for them 
hence to unfetter capitalism rather than to fetter it still more 

1 do not think however that this means there is nothing for soaalists 
to do at all evenu under the conditions of our own time Though at 
tempts to establish socialism now would, for most of the great nations 
and many small ones, undoubicdly amount to courting failure — fall 
ure of socialism as such perhaps, but cwtainly failure of the soaali^ 
groups responsible for the plunge while another group not necessarily 
socialist m the usual sense might then easily walk away with their 
clothes — and though in consepuence a_poUcy of socialization after the 
act probably is a very doubtful matter, a policy of socialization before 
the act offers much better chances lake other parties but with a 
dearer perception of the goal socialists can take a hand in it without 
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compromising ultimate success All that I wish to say on this question 
will stand out best in the garb of a particular example 
All the features we could wish our example to display are presented 
by modem England On the one hand, her industnal and commeraal 
structure is obviously not ripe for successful one stroke soaalizalion 
in parucular because concentration of corporate control has not gone 
far enough In conformity with this neither managements nor capital 
ists nor workmen are ready to accept it — there 1$ a lot of vital indi 
vidualism left enough at any rate to put up a fight and to refuse 
cooperation On the other hand there has been roughly since the be 
ginning of the century a perceptible slackening of entrepreneurial 
eSort which among other thm^ produced the result that state leader 
ship and stale control in important lines production of electric power 
for instance have been not only approved but demanded by all parties 
With more justice than anywhere else it might be argued that capital 
ism has done by far the greater part of its work. Moreover English peo- 
ple on the whole have become state broken by now English workmen 
are well organized and as a rule responsibly led An experienced bu 
reaucracy of irreproachable cultural and moral standards could be 
trusted to assimilate the new elements required for an extension of the 
sphere of the state The unnvaled mtegrity of the English politician 
and the presence of a ruling class that is uniquely able and avilized 
make many things easy that would be impossible elsewhere In particu 
lar this ruling group unites m the most workable proportions adher 
ence to formal tradition with extreme adaptability to new principles 
situations and persons It wants to rule but it 1$ quite ready to rule on 
behalf of changing interests It manages industrial England as well as 
it managed agranan England protectionist England as well as free- 
trade England. And it possesses an altogether unnvaled talent for ap- 
propnaung not only the programs of oppositions but also their brains 
It assimilated Disraeli who elsewhere would have become another Las- 
salle It would have if necessary assinulated Trouky himself or rather 
as in that case he would assuredly have been the Earl of Prinkipo K G 
In such conditions a policy of soaalization is conceivable that by 
carrying out an extensive program of nationalization might on the 
one hand accomplish a big step toward soaalism and on the other 
hand make it possible to leave untouched and undisturbed for an in 
definite time all interests and actmues not included in that program 
''In fact these could be freed from many fetters and burdens fiscal 
and" other which hamper them now 
The following departments of business activity could be socialized 
without serious loss of effiaency or senous repercussions on the depart 
ments that are to be left to private management The question of in 
demnities could be settled on the lines suggested m our discussion of 
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mature socialiratjon vnh modern rates of income tax and death 
duties this would not be a serious matter 

First the banking apparatus of England is no doubt quite npe for 
sociahiation The Bank of England is little more than a treasury de- 
partment in faa less independent than a well^rdered socialist com 
munity may well wish its hnanaaf or^n to be In commercial bank 
ing concentration and bureaucratization seem to have done full work. 
The big concerns could be made to absorb as much of independent 
banking as there is left to absorb and then be merged with the Bank 
of England into the National Banking Administration which could 
also absorb savings banks building societies and so on without any 
customer becoming aware of the change except fromlns newspaper 
Tlic gam from raiionalii ng coordination of services might be sub- 
sianital From the socialist standpoint there would also be a gam m 
the shape of an increase m the government $ mHuence on non national 
tied sectors 

Second (he insurance business is an old candidate for nationaliza 
Uon and has to a large extent become isechaniied by now Integra 
tioR With at least some of the branches of social insurance may prove 
feasible selling costs of policies could be considerably reduced and 
tonalists might again rejoice m the access of power that control over 
the funds of insurance companies would give to the state 

Third, few people would be disposed to make great difficulties over 
railroads or eien over truckmg Inland tramportation is in fact thes 
most obvious held for successful state managemenu 

Fourth nationalization of mining m particular coal nuping and 
of the coal and tar products down to and including benzol and also 
of the trade in coal and m those products might even result in an 
immediate gam in effiaency and prove a great success if labor prob- 
lems can be dealt with satufaccorily From the technological and 
commercial standpoint the case seems clear But « seems equally 
clear that private enterprise having been active in the chemial in 
dustry no such success can wnh equal confidence be expected from 
an attempt to go beyond the limn indicated. 

Fifth the nationalization of the production transmission and distn 
bution of electric current being substantially completed already all 
that remains to be said under this head u that the electro-technical 
industry is a typical instance of what may still be expected from pn 
vate enterprise— which shows how httle sense economically speaking 
there is in standing either for general serialization or against any 
the case of power production also shows the difficulty of working a 
S(sct3[he€d tftdasifj- /or pnr/ie «*«* iwcrtbeJess SKOuJd be j.o fsse.’MsaJ 
condition of success it the state is to absorb so great a part of the 
nations economic life and sttll fulfill all the tasks of the modern 
state . 
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Sixth soaalization of the iron and steel industry will be felt to be 
a much more controversial proposition than any made so far But 
this industry has certainly sown its wild oats and can be ‘ admmis 
tered henceforth — the administration including, of course, a huge 
research department Some gams would result from coordination And 
there is hardly much danger of losing the fruits of any entrepreneurial 
mpulses 

Seventh, with the possible exception of the architects’ share in the 
matter, the building and building material industries could, I believe, 
be successfully run by a public body of the right kind. So much of it 
already is regulated, subsidized hnd controlled in one way or another 
that there even might be a gam m efGaency — more than enough, per 
haps to compensate for the sources of loss ^at might be opened up 

This IS not necessarily all But any step beyond this program would 
have to justify itself by special, mostly non-eeonomic reasons — the 
armament or key industries, movies, shipbuilding trade in foodstuffs 
being possible instances At any rate those seven items are enough 
to digest for quite a time to come, enough also to make a responsible 
socialist, if he gets so much done, bless his work and accept the coo 
cessions that it would at the same time be rational to make outside of 
the nationalized sector If he tnsuu also on nationalizing land — leav 
ing I suppose, the farmer s status as it is— 1 e , transferring to the state 
all that TOmains of ground rents and royalties, I have no objection to 
.jake as an economist * 

The present war will of course alter the social, political and eco 
nomic data of out problem Many things will become possible, many 
others impossible, that were not $0 before A few pages at the end of 
this book will briefly deal with this aspect But it seems to me essential, 
for the sake of clanty of political ihoughl, to visualize the problem 
irrespective of the effects of the war Otherwise its nature can never 
stand out as it should Therefore I leave this chapter, both in form 
and in content exactly as I wroie 11 in the summer of 1938 - 

‘This IS no place for ailing personal preferences Nevertheless I wish it to be 
understood that the above stateroenc is made as a matter of professional duty 
and does not imply that 1 am in love wuh ihai proposal which were 1 an Eng 
Iishman I should on the contrary oppose to the best of my ability. 
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Socialism and Democracy 



CHAPTER XX 


THE SETTING OF THE PROBLEM 


I The Dictatorship of the Proietariat 

N othing is so treacherous as the obvious Events during the past 
twenty or twenty five years have taught us to see the problem 
that lurks behind the title of this part. Until about 1916 the relation 
between socialism and democracy would have seemed quite obvious 
to most people and to nobody more so than to the accredited expo- 
nents oE^ocialist orthodoxy It would hardly have occurred to anyone 
to dispute the soaalists claim to membership in the democratic club 
Socialists themselves of course— except a few syndicalist groups — even 
claimed to be the only true democrats the exclusive sellers of the 
genuine stuff never to be confused with the bourgeois fake 

Not only was it natural for them to try to enhance the values of 
their socialism by the values of democracy but they bad also a theory 
to offer that proved to their sattsfaaion that the two were indissolubly 
wedded According to this theory private control over the means o£ 
v'roduction is at the bottom both of the ability of the capitalist class 
u exploit labor and of its ability to impose the dictates of its class 
interest upon the management of the ^Iitical affairs of the com 
munity the political power of the capituist class thus appears to be 
but a particular form of its economic power The inferences are on 
the one hand that there cannot be democracy so long as that power 
exists — that mere political democracy 1$ of necessity a sham — and on 
the other hand that the elimuiation of that power will at the same 
time end the exploitation of man by man and bring about the 
rule of the people 

This argument is essentially Marxian of course Precisely because 
It follows logically — tautologically in fact — from the definitions of 
terms in the Marxian schema it will have to share the fate of the 
latter and m parucular the fate of the doctrine of exploitation of 
man by man 1 IVhal seems to me a more realistic analysis of the re- 
lation between socialist groups and the chmiocratic creed svill presently 
offered But we also want a more realistic theory of the relation 
•'nat may exist between soaalism and democracy themselves that is 
to say of the relation that may exist independently of wishes and 

»The fact that nd vidual and groopwiK power anaot be deEned in purdy 
econora c term*— as Manes theory of social classes defines it— a however a still 
more fundamental reason why this argument ts macceptable. 

*35 
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ilogam between the socialist order as we have defined it and the 
modus operondi of dcmocralic government In order to solve this 
problem we must first inquire into the nature of democracy Another 
point however calls for immediate clarification 

Soaalism in being might be the very ideal of demoaacy But soaal 
ists are not always so particular about the way In which it is to be 
brought into being The words Revolution and Dictatohhip stare 
us in the face from sacred texts and many modem socialists have still 
more explicitly testified to the fact that they have no objeaion to 
forcing the gates of the soaahst paradise by violence and terror which 
are to lend their aid to more democratic means of conversion Marxs 
own position concerning this matter is no doubt capable of an inter 
pretation that will clear him in the eyes of demoaats In Part 1 it 
was shown how his views on revolution and evolution may be recon 
ciled Revolution need not mean an attempt by a minority to impose 
Its will upon a recalcitrant people it may mean no more than the 
removal of obstructions opposed to the will of the people ty outworn 
institutions controlled by groups interested in their preservation The 
dictatorship of the proletariat will bear a similar interpretation In 
support 1 may again point to the wording of the relevant passages 
in the Communist Mc.n\ftsto where Marx talks about wresting things 
from the bourgeoisie by 'degrees and about the disappearance of 
class distinctions in the course of development —phrases which the . 
emphasis on force notwithstanding seem to point toward a pro 
cedure that might come vnthm the loeamng of demoaacy as ordmanly 
understood * 

But the grounds for this mcerpretation which all but reduces the 
famous sOaal revolution and the no less famous dictatorship to agi 
tatonal flourishes intended to fire the imagination are not quite 
conclusive Many soaalists who were and many others who declared 
themselves to be disciples of Marx were of a different opinion Yield 
ing to the authority of the true saibes and phansees who should 
know the Law better chan 1 do and to an impressiofi based upon 
perusal of the volumes of the Ntue Zttl I must admit the possibility 
that if he had had to choose Marx might have put soaalism above 
the observance of demoaatic procedure 

In that case he svould no doubt have declared as so many have 
done after him that he was not really deviating from the truly demo- 
cratic path because in order to bnng true democracy to life it iv 
necessary to remove the poisonous fum« of capitalism that asphyxiate 
it Now for the believer in democracy the importance of observing 
demoaatic procedure obviously mcreases m proportion to the im 
poriance of the point ai mue- flence its observance never neetfs fo 

'In ch^xv 1 shall mum to the quest M of bow tbe problem of deisocncy 
presented itself to Mux pcrsooall}’ 
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be more jealously watched and more carefully safeguarded by all 
available guarantees than xn the case of fundamental soaal reconstruc 
tion Whoever u prepared to relax this requirement and to accept 
either franldy undemocratic procedure or some method of securing 
formally democratic decision by undemocratic means, thereby proves 
conclusively that be values other thinp more highly than he values 
democracy The thoroughgoing democrat will consider any such re- 
construcuon as vitiated in its roots howcser much he might approve 
of it on other grounds To try to force the people to embrace some- 
thing that is believed to be gcwd and glorious but which they do not 
actually want— even though they may be expected to like it when 
they experience its results — is the \ery hall mark of anti-democratic 
belief It IS up to the casuist to decide whether an exception may be 
made for undemooatic acts that are perpetrated for the sole purpose 
of realizing true democracy provided they are-the only means of doing 
so For this even if granted does not apply to the case of socialism 
which as we have seen is likely to be^me democratically possible 
precisely when it can be expected to be practically successful 
In any case however it is obvious that any argument m favor of 
shelving democracy for the transitional period affords an excellent 
opportunity to evade all responsibility for it Such provisional ar 
nngements may well last for a century or more and means are avail 
able for a ruling group installed by a victorious revolution to prolong 
them indeffoitely or to adopt the forms of democracy without the 
subsunce. 


II The Record or Socialist Parties 
As soon as we turn to an examination of the records of soaalist 
parties, doubts will inevitably arise about the validity of their con 
tention that they have uniformly championed the democratic creed 
In the first place there is the great soaalist commonwealth that is 
ruled by a party in a minority and does not offer any chance to any 
other And the representatives of that party, assembled in their eight 
eenth congress listened to reports and unanimously passed resolutions 
without anything resembling what we should call a discussion They 
wound up by voting— as offiaally suted— that * the Russian people [?], 
in unconditional devouon to the party of Lenin-Stalin and to the 
great Leader, accept the program of the grand works which has been 
•sketched in that most sublime document of our epoch, the report of 
ccxoTsde Sialin, ta erdsr to iaWl tt tfirwaierrog/y- and ciac ‘our 
Bolshevik Party enters, under the leadership of the genius of the 
great Stalin, upon a new phase of development » That, and single 

*1 do not know Russian The above passages have been translated faubfuUv 
from the German newspaper that osed to be published m Moscow and are open 
to possible cbjecuons against its tranda^Uon of the Russian text thou^ that neW 
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candidate elections complemented by demonstration trials and GPU 
methods may no doubt constitute the most perfect democracy m the 
world if an appropriate meaning be assigned to that term — ^but it is 
not exactly what most Americana would understand by it 

Yet in essence and principle at least this commonwealth is a social 
1st one and so were the short lived creations of this type of which 
Bavana and especially Hungary were the scenes Now there arc no 
doubt soaalut groups which to this day consistently keep to what 
in this country 1$ meant by Democratic Ideals they include for in 
stance the majority of Bnghsh socialists the socialist parties in Bel 
gium the Netherlands and the Scandinavian countries the American 
party led by Mr Noman Thomas and German groups in exile From 
their standpoint as well as from the standpoint of the observer it u 
tempting to deny iliat the Russian system constitutes true soaalism 
and to hold that in thu respect at least it u an aberration But what 
does true socialism mean except the socialism which we like ? 
Hence what do such statements signify except recognition of the fact 
that there are forms of sooabsm which do not command the allegiance 
of all socialists and which include lion-fJemoeraiic ones? That a 
socialut regime may be noodemocratte is indeed undeniable as we 
have seen before on the puraly logical ground that the defining 
feature of soaalism does not imply anything about political procedure 
As far as that goes the only que'tion u whether and m what sense tt 
can be democratic 

In the second place these socialist groups that have consistently 
upheld the democratic faith never had either a chance or a motive 
for professing any other They lived in environments that would have 
strongly resented undemocratic talk and practice and in fact always 
turned against syndicaluts In some cases they had every reason to 
espouse democratic ptinoples that sheltered them and iheir activity 
In other cases most of them were satisfied with the results political 
and other that advance on democratic lines promised to yield. It is 
easy to visualize what would have happened to the socialut parties 
of say England or Sweden if they bad displayed serious symptoms 
of anti-democratic propensities They at the same time felt that they 
were steadily growing in power and that responsible office yras slowly 
coming to them of itself When it came it satisfied them Thus m 
professing allegiance to democracy they simply did the obvious thing 
all along The fact that their policy did not give pleasure to LenJir 
does not prove that had he been situated as they were he would 
have behaved differendy In Gennany where the party developed still 
better but where until 1918 the avenue to political responsibility 
seemed to be blocked soaalists facing a strong and hostile state and 
paper was o{ course n no posiuon U pablub anyib ng that was not fully ap- 
proved by the authorities 
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having to rely for protection on bourgeois sympathies and on the 
power of trade unions that were at best semi-soaahstic, were still 
less free to deviate from the democratic creed, since by doing so they 
would only have played into the hands of their enemies* To call 
themselves soaal democrats was for them a matter of common pru 
deuce 

But, m the third place, the test cases that turned out favorably 
are few and not very convinang® It u true m a sense that m 1918 
the Soaal Democratic party of Germany bad a choice, that it deaded 
for democracy, and (if thu u a proof of demoaatic faith) that it put 
down the communists with ruthless energy But the party split on the 
issue It lost heavily from lU left wing and the seceding dissenters 
have more, not less claim to the badge of socialism than those who 
stayed Many of the latter moreover, though submitting to party 
discipline, disapproved. And many of those who approved did so 
merely on the ground that, from the summer of 1919 at least, chances 
of succeeding in more radical (le, in this case, anti-demoaatic) 
courses had become negligible and that, in particular, a leftist policy 
in Berlin would have meant senous danger of secession in the Vine- 
land and the countries south of the Mam even if it bad not met smash 
ing defeat lAimediately Finally, to the majority, or at all events to 
the trade union element m it, democracy gave everything they really 
cared for, including office liiey bad no doubt to share the spoils 
with the Centrist (Catholic) party But the bargain was satisfactory to 
both. Presently the socialists did indeed become voaferously demo- 
cratic This however was Vhea an opposition assoaated with an 
anti-democnitic creed began to nse against them 

I am not going to blame Goman Soaal Democrats for the sense 
of responsibility they displayed or even for the complacency with 
which they settled down in the comfortable armchairs of offiaaldom 
The second is a common human fading, the first was entirely to their 
credit as 1 shall try to show in the last part of this book But it takes 
some optimism to ate them as witnesses for the unswerving allegiance 
of soaaluts to democratic procedure Nor can, I think of any better 
test case— unless mdeed we agree to accept the Russian and Hungarian 
cases both of which present the ctuaal combinauon of a possibility 
of the conquest of power with the impossibility of doing so by dem- 
ocratic means Our difficulty is well lUusttated by the Austrian case 
■^e importance of which is enhanced much beyond the importancfi of 
the country by the exceptional standing of the leading (Neo Marxist) 
group The Austrian socialists did adhere to democracy in 1918 and 

♦These situations will be more fully discussed m Pan V 

* lVc are going to confine ourselves U> the atuiudes of soaaltst parues in nauonal 
poutia Their practice and that of trade unions concerning non soaalist or non 
union workmen is of course still less convincing 
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1919 hhen h was not yet as tt soon afterwards became, a matter of 
seJf-tlcfense But during the few months when monopoliiation of 
power seemed within their reach, the position of many of them was 
not unequivocal At that time Frm Adler referred to the majonty 
principle as the fetishism of the * wganes of arithmetics * {Zufall der 
^uthmetik) and many others shrugged iheir shoulders at demoaaiic 
rules of procedure Yet these men were regular party members and' 
not communists ^Vhen bolshevism ruled jn Hungary, the question of 
the course to choose became burning Nobody can have followed the 
discussion of that epoch without realizing that the sense of the party 
was not badly rendered by ihc formula *Wc do not particularly 
relish iJie prospect of having to go left (*= adopt soviet methods] But 
if go we must, then we shall go all of us » This appraisal both 
of the country a general situation and of the party danger was emi 
nently reasonable So was the inference Ardent loyalty to democratic 
principles however, was not conspicuous in either Conversion came 
to them eventually But it did not come from repentance, it came in 
consequence of the Hungarian counterrevolution 

Please do not think that 1 am accusing sociahsu of insincerity or 
that I wish to bold them up to scorn either as bad democrats or as 
unprincipled schemen and opportunists 1 fully behest, m spite of 
the childish Machiaveliism in which some of their prophets indulge 
that fundamentally most of them always have been as sincere in their 
professions as any other men Besides I do not believe in insincerity 
in social strife for people always «)me to think what they want to 
tiunk and what they incessantly profess As regards democracy, socialist 
parlies are presumably no more opportunists than arc any others 
they simply espouse democracy if as and when it serves their ideals 
and interests and not otherwise Lest readers should be shocked and 
think so unmoral a view worthy only of the most callous of political 
'practitioners we will at once make a menial experiment that will 
at the same time yield the starting point of our inquiry into the 
nature of democracy 

III A Mcwtal Exkiciuent 

Suppose that a community, in a way which satisfies the reader’s 
criteria of democracy, reached the decision to persecute religious 
dissent The instance is not fanaful Communmes which most of us 
would readily recognize as denjocracics have burned heretics at th* 
Slake— the republic of Geneva did in Calvin s time— or otherwise per 

*In plain English tbu saying of one of ibe jnore prominent leaders meant that 
they fully realized the risk involred in snging bolshcvuo in a country entirely 
dependent on eapitalut powers for to food and with French and Italian troops 
praciitally at ill door but lhai »f pressure from Russia via Hungary should be 
tome too great they would not spin the party but would try to lead the whole 
Rock into the bolrhewk eaicp 



The Setting oE the Prohlem 241 

seoited them m a manner repulsive to our moral standards— colontal 
Massachusetts may serve as an example Cases ol this do not ceme 
to be relevant il they occur in non-democratic states For it is naive 
to believe that the democratic process completely ceases to tvork m 
an autocracy or that an autocrat never wishes to act according to the 
vail of the people or to give in to it Whcneter he does, we may con 
delude that similar action would have been taken also if the political 
pattern had been a democratic one For instance, at least the earlier 
persecuuons of the Christians were t^ruinly approved by Roman 
public opinion and presumably would have been no milder if Rome 
had been a pure democracy ’ 

Witch hunting affords another example It grew out of the very 
soul of the masses and was anything but a diabolical intention of 
priests and pnnees who, on the contrary, suppressed it as soon as they 
felt able to do so The Catholic Church, it is true, punished witch 
craft. But if we compare the measures actually taken with those taken 
against heresy, where Rome meant business, we immediately have the 
impression that in the matter of witchcraft the Holy See gave in to 
public opinion rather than instigated it The Jesuits fought witch 
bunting, at first unsuccessfully Toward the end of the seventeenth 
and in the eighteenth centuries— that Is to say, when monarchic abs> 
lutism was fully established on the continent->-govemmental prohi 
^bttions eventually prevailed. The curiously cautious way in.which so 
strong a ruler as the Empress Maria Theresa went about prohibiting 
the practice clearly shows that she knew she was fighting the will of 
her people 

Finally, to choose an example that has some bearing on modem 
issues, antivSemitism has been one of the most deep seated of all 
popular attitudes in most nations tn which there was, relative to total 
population, any considerable number of Jews In modern times this 
attitude has in part given way under the rationalizing influence of 
capitalist evolution, but enough has remained of it to assure popular 
success to any politiaan who cared to appeal to it Most of the anti 
capitalist movements of our time other Uian straight soaalism have 
in fact learned the lesson In the Middle Ages however, it is not too 
much to say that the Jews owed theu survival to the protection of the 

»An example will illustrate the kind ol evidence there is for this statement. 
Suetonius m his biography of Nero (De vita Caesarum, liber VT) fint relates those 
of the Utters leign which he Suetonius considered to be partly blameless 
and partly even commendable (parlim nulla reprehensione partim etiam non 
mediocn laude digrut) and then his misdeeds (probra ae scelera) The Neronian 
persecution of the Chnsuans he noted not under the second but under the first 
heading in the midst of a list of rather mentonous administrative measures 
(apicti tup^ficiu Chmtiisni genus hommum fuperstiUonis nova ac mate^ca) There 
IS no reason to suppose that Suetomus expressed anything but the opinion (and 
by inference the wUl) of the people In taa it is not far fetched to suspect that 
Neros mouve was to please the people. 
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church and of the princes who sheltered them m the face of popular 
opposition and m the end emancipated them® 

Now for our experiment Let m transport ourselves into a hypo- 
thetical country that in a dintocratic way, practices the persecution 
of Christians the burning of witches and the slaughtering of Jev,-s 
We should certainly not approve of these practices on the ground 
that they have been decided on according to the rules of demo-' 
cratic procedure But the crucial question is would we approve of 
the democratic constitution itself that produced such results in pref 
erence to a non-demoaaiic one that would avoid them? If we do 
not we are behaving exactly as fervent socialists behave to whom 
capiialistn is worse than witch hunting and who are therefore pre- 
pared to accept non-democratic methods for the purpose of suppress 
mg u As far as that goes we and they ate in the same boat There 
arc ultimate ideals and interesu which the most ardent democrat will 
put aboie democracy and a}] he means if he professes uncompromis 
ing allegiance to it is that he feels convinced that demoCTacy will 
guarantee those ideals and interests such as freedom of consaence 
and speech justice, decent government and so on 
The reason why this is so is not far to seek DemocTacy is a political 
method, that u to say, a certain type of institutional arrangement 
for arriving at political— legulative and adnunistrauve— decisions and 
hence incapable of being an end in itself irrespective of what de . 
ejsjons it will produce under given historical condiiions. And this 
must be the starting point of any attempt at defining it 
Whatever the distinctive trait of the democratic method may be, 
the historical examples we have just glanced at teach us a few things 
about Jt that are important enough to warrant explicit restatement 
First these examples suffice to preclude any attempt at challenging 
the proposition just stated vii , that, being a political method democ 
racy cannot any more than can any other method be an end m 
Itself It might be objected that as a matter of logic a method as such 
can be an absolute ideal or ultitnaie value It can No doubt one 
might conceivably hold that, however cximiRal or stupid the thing 
that democratic procedure may strive to accomplish in a given historical 
pattern the will of the people must prevail or at all events that it 
roust not be opposed except in the way sanctioned by democratic 
principles But it seems much more natural in such cases to speak of 
the rabble instead of the people and to fight its criminality or stupidity; 
by all the means at one s command 
Second if we agree that unconditional allegiance to democracy can 
•The protective aiiiiude of the p«rp« may h* injianced by the bull Etsi Judait 
(iiso) the repealed conhrzaalion of wbidi by the successors of Calixius II proves 
both ihe coni nuiiy of that policy and the res stance it net The protective am 
tude of the princes will be readily undersiood jf it be po nted out that expulsions 
ot mastaaes of Jews cneani loss of mueb steeded revenue to them 
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be due only to unconditional allegiance to certain interests ideals 
’ which democracy is expected to serve, our examples also preclude tne 
obiection that though democracy may not be an absolute ideal m its 
own right, it is yet a vicarious one by virtue bf the fact thatot will 
necessarily, always and eserywhere, serve certain interests or ideals 
lor which we do mean to fight and die unconditionally Obviously 
that cannot be true® No more than any other political method does 
democracy ahvays produce the same results or promote the same m 
terests or ideals Rational allegiance to u thus presupposes not only 
a schema of hyper rauonal values but also certain slates of society in 
which democracy can be expected to work in ways we approve Prop 
ositions about the working of democracy are meaningless without 
reference to given times, places and situations'® and so, of course, are 


anti-democratic arguments 

This after all is only obvious It should not surprise, still less shock, 
anyone For it has nothing to do with the fervor or dignity of demo 
cratic conviction in any given situation To realize the relative 
validity of one s convictions and yet stand for them unfiinclungly is 
what dutmguisbes a civilized man from a barbarian 


IV In Search of a Definition 

We have a starting point from which to proceed with our invest: 
gation But a definition that is to serve us in an attempt to analyze 
the relauons between democracy and soaaltsm is not yet in sight A 
few preliminary difficulties sttU bar the outlook 
It would not help us much to look up Aristotle who used the term 
m order to designate one of the deviations from his ideal of a well 
ordered commonwealth But some light may be shed on our difficulties 
by recalling the meaning we have attached to the term Political 
Method It means the method a nation uses for arriving at decisions 
Such a method we ought to be able to characterize by indicating 
by whom and how these decisions are made Equating * making de 
asions' to 'ruling, we might then define democracy as Rule by 
the People ^\Tiy is that not sufficiently prease? 

It is not because it covers as many meanings as there are combi 
nations between all th“ possible definitions of the concept people 
(demos, the Roman papulus) and all the possible definitions of the 
concept ‘ to rule (kratein) and because these definitions are not in 
'dependent of the argument about democracy As regards the first con 
cept the populus in the constitutional sense may exclude slaves 


» In particular ii vs not true that imXKnzj vull always safeguard Ireedom ol 
conscience better than autocracy Wimesa the most famous of all trials Pilate was 
from the standpoint of the Jews cenainijr the representative of autocracy Vet he 
tr ed to protect freedom. And he yttided to a democracy 
to See below ch xxiii ' 
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completely and other Inhabitants partially the law may recognue 
any number of status between slavery and full or even privileged 
citizenship And irrespective of legal discrimination different groups 
considered themselves as the People at different times” 

Of course we might say that a democratic soacty is one that does 
not thus differentiate at feast in matters concerning public affairs, 
such as the franchise But first, there have been nations that practice^ 
discrimination of the kind alluded to and nevertheless displayed 
most of those characteristics which arc usually associated with democ 
racy Second discrimination can never be entirely absent For in 
stance in no country, however democratic is the right to vote extended 
below a specified age If however, we ask for the rationale of this 
restriction we find that it also applies to an indefinite number of 
inhabitants above the age limit If persons below the age limit are 
not allowred to vote, we cannot call a nation undemocratic that (or 
the same or analogous reasons excludes other people as well Observe 
It IS not relevant whether we, the observers idmit the validity of 
those reasons or of the practical rules by which ihey are made to 
exclude portions of the population all that isatten is that the soaety 
in question admits it. Nor should tt be objected chat while chu may 
apply to exclusions on grounds of personal unfitness (eg, age of 
discretion ) u does not apply to wholesale exclusion on grounds 
that have nothing to do with the ability to make an intelligent, 
use of the right to vote For fitness is a matier of opinion and or 
degree Its presence must be established by some set of rules IVithowt 
absurdity or tnsincerUy it is possible to hold that fitness is measured 
by one's ability to support oneself In a commonwealth of strong 
religious conviction it may be held — again without any absurdity 
or inimccrity — that dissent disqualifies or, in an anti feminist com 
monivcalth sex A race-conscious nation may associate fitness with 
racial considerations ” And so on The salient point to repeat is not 
what we think about any or all of these possible disabilities The 
salient point is that given appropriate views on those and similar 
subjects disqualifications on grounds of economic status religion 
and sex will enter into the same class with disqualifications which 
u Sf« e g the definirion given bf VolUite In bu Letten Ceneernmg the Engl th 
Nation (published in Engl sh 1755 lepntit oZ the fint edition puHJjbed bf Feier 
Dztm igefi p <g) the most naaterom the won weful even ihe most virtuous 
and tonsequenijy the moil veneraWe pari of mankind, consisting ot those 
study the laws and the saences of traders of art Beers m a word of all wft 
were not t>rants that is ihose who axe calld the people At present people" 

« likely 10 mean the iDasses” but VcJtt rei concept comes nearer to identifying 
that people (or whith the Consurouon of this tountry was vrritten 
iVThus the Un ted States excludes Onenuls and Germany excludes jews from 
ciuiensh p in the southern part ot Use Xlnittd States ■Jiegroes are alio often de 
pnved of the vote 
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we all of U 5 consider compatible -with demoaacy \Vt may disapprose 
oE them to be sure But if we do so v« should m good logic disap 
prove of the theories about the imporunce of property, religion, sex, 
race and so on, rather than call such societies undemocratic Religious 
fervor for instance is certainly compauble with democracy however 
we define the latter There is a type of religious attitude to whicli a 
'^eretic seems worse than a madm<5n Does it not follow that the 
hereuc should be barred from partiapation m political deasions as 
is the lunatic “ Must we not leave it to every populus to define 
himself? 

This inescapable conclusion is usually evaded by introducing addi 
tional assumptions into the theory of the democratic process, some 
of which will be discussed in the next two chapters Meanwhile we 
will merely note that it clears much mut from the road Among other 
things It reveals the fact that the relation between democracy and 
liberty must be considerably more complex than we are in the habit 
of believing 

Still more serious difficulties arise with respect to the second ele 
ment that enters into the concept of democracy, the kratein The 
nature and the modus operandt of any 'rule are always difficult to 
explain Legal powen never guarantee the ability to use them yet 
are important pegs as well as fetters traditional prestige always counts 
dor something but never for everything, personal success and, partly 
'independent of success, personal weight act and at reacted upon by 
both the legal and the traditional components of the institutional 
pattern No monarch or dictator or group of oligarchs is ever abso 
lute They rule not only subject to the data of the national situation 
but also subject to the necessity of acting with some people, of getting 
along with others, of neutralizing stilJ others and of subduing the 
rest And this may be done in an almost infinite variety of ways eacli 
of which will determine what a given formal arrangement really means 
either for the nation in which it obuins or for the scientific observer, 
to speak of monarchy as if it meant a definite thing spells dilettantism 
But if It is the people, however defined, who are to do the kratein, 
still another problem emerges How is it technically possible for 
'•people ’ to rule? 

There is a class of cases in which this problem does not arise, at 
least not in an acute form In small and primitive communities with 
-^simple social structure^ in which there is not much to disagree 

^ T>!- tciV.Vii'lr tiij- n<m IxrirlK^il tf wr tffe staii caftfgiJry fi'etn-e rAe rule 
ol the Bolshevik patty s\ould not per se entitle us to call the Soviet Republic un 
flemocratic We are entitled to call ic so only if the Bolshevik party itscif is man 
aged in an undemocratic manner — as otnunisly it u 

'‘Smallness ot numbers and local concenuation of the people are essential 
PrimiiiMty ot civiluation and simpliciiy of structure are less so but greatly faali 
ta« the functioning of democraq 
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on It IS conceivable that all the mdtsiduals who form the people as 
defined by the constitution actually pantcipate in all the duties ol 
Icgulaiion and administration Certain difficulties may still remain 
even in such cases and the psychologist of collective behavior would 
still have something to say about leadership advertising and other 
sources of deviation from the popular ideal of a democraq' Never 
Iheless there would be obvious sense in speaking of the wiH or the 
action of the community or the people as such — of government by 
the people — particularly if the people arrive at political decisions 
by means of debates earned out in the physical presence of all as 
they did for instance in the Greek poUt or in the New England town 
meeting The latter case sometimes referred to as the case of direct 
democracy has in fact served as a surctng point for many a political 
theorist 

In all other cases our problem does arise but we might dispose 
of It with comparative ease provided we are prepared to drop gov 
ernment by the people and to substitute for it government approved 
by the people There is much to be said for doing this Many of the 
propositions we usually aver about democracy will hold true for all 
governments that command the general allegiance of a large majority 
of their people or better still of a large majority of every class of 
their people This applies in particular to the virtues usually asso 
ciated with the demoaatic method human dignity the contentment, 
that comes from the feeling that by and large things political do con 
form to one s ideas of how they should be the coordination of 
politics with public opinion the cituens attitude of confidence in 
and cooperation with government the reliance of the latter on the 
respect and support of the roan in the street — all this and much he 
sides which to many of us will seem ibe very esssence of democracy 
is quite satisfactorily covered by the idea of government approved 
by the people And since it is obsioos that excepting the case of 
direct democracy the people as such can never actually rule or gov 
em the case for this dehnit/on seems to be complete 

All the same we cannot accept it Instances abound — perhaps they 
are the majority of historical cases— of autocracies both dei gralta 
and dictatorial of the various monarchies of non autocratic type of 
aristocratic and plutocratic’ oligarchies which normally commanded 
the unquestioned often fervent allegiance of an overwhelming raa 
jonty of all classes of their people and which considering the^ 
environmental conditions did very well in securing what most of us 
believe the democratic method should secure There 1$ point in em 
phasuing this and in recognizing the large element of democracy 
— in this sense — that entered into those cases Such an antidote to 
the cull of mere forms of mere phraseologies even would indeed be 
highly desirable But this does not alter the fact that by accepting this 
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solution we should lose the phenomenon we wish to identify democ 
racies would be merged m a much wider class of political arrangement 
which contains individuals of clearly non-democratic complexion - 

Our failure teaches us one thing however Beyond direct democ"^ 
racy lies an infinite wealth of possible forms in which the people 
may partake m the business of ruling or influence or control those 
who actually do the ruling None of these forms particularly none 
oi the workable ones, has any obvious or exclusive title to being de 
scribed as Government by the People if diese words are to be taken 
m their natural sense If any of them is to acquire such a title it can 
do 50 only by virtue of an arbitrary convention defining the mean 
xng to be attached to the term to rule Such a convention is always 
possible of course the people never actually rule but they can always 
be made to do so by definition 

The legal theories of democracy that evolved in the seventeenth 
and eighteenth centuries were precisely intended to provide such 
definitions as would link certain actual or ideal forms of government 
to the ideology of the Rule by the People Why this ideoiogy should 
have nsposed ItseU is not diGficuU to understand At that tune with 
the nations of western Europe at least, the trappings of God-ordained 
authority were rapidly falling from the shoulders of royalty*®— the 
process set in much earlier of course— and as a matter of both ethical 
and explanatory principle the Will of the People or the Sovereign 
^ ower of the People stood out as the substitute most acceptable to 
a mentality which while prepared to droo that parucular charisma 
of ultimate authority, was not prepared to do without any 

The problem being thus set, the legal mmd ransacked the lumber 
room of Its constructs in search for tools by which to reconcile that 
supreme postulate with existing political patterns Fictitious contracts 
of subjection to a prince** by which the sovereign people was sup 
posed to have bargained away ns freedom or power, or no less fictitious 
contracts by which it delegated that power or some of it to chosen 
representatives, were substantially what the lumber room supplied 
However well such devices may have served certain practical purposes 
they are utterly valueless for us They are not even defensible from, a 
legal standpoint 

For in order to make sense at all the terms delegation and repre 


«Sr Robert Filmers Palrusrcha {publuted iMo) may be looked upon as the 
imponanl exposition ot the docuine of divine right m Engluh political 
itlOsophy ' 

= Those contracts were fichones jurb et jure But there was one real stic 
analogy for them viz ihe volunury and contractual subject on of a freeholder 
m a med eval lord extens vely practiced between the sixth and twelfth centuries 
The treehoWer accepied^the jurisdic ion of the lord and cerUm econom c obli 
p ons He gave up his status as a fully free man In exchange he received the 
lords protecuon and other advantages receivca tne 
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sentation must refer not to the individua] ciiuens — that would be the 
doctrine of the medieval estates — but to the people as a whole The 
people as such then, would have to be conceived as delegating its 
povtcr to, say, a parliament that is to represent it. But only a (physical 
or moral) penon can legally delate or be represented Thus the 
American colonies or states that sent delegates to the continental 
congresses which met from 1774 on in Philadelphia— the totalled 
■ re\oluiionary congresses — were in fact represented by these dele 
gates But the people of those colonies or states were not, since a 
people as such has no legal personality to say that it delegates powers 
to, or 1$ represented by, a pirtiament is to say something completely 
void of legal meaning'* What then, 11 a parliament? The answer 
IS not far to seek u is an organ of the state exactly as the government 
or a court of juitice is II a parliament rcpresenu the people at all. 
It must do so m another sense which we have tfill to discover 

However, these theories about the sovereignty of the people and 
about delegation and representation reflect something more than an 
ideological postulate and a few pieces of legal technique They com 
plement a sociology or social philosophy of the body politic that, 
partly under the influence of the revival of Greek speculations on the 
subject, partly under the influence of the events of the tune,'*’ took 
shape and reached its apogee toward the end of the eighteenth cen 
tury and actually tried to solve the problem Though such general 
terns are never adequate or smaiy wnect, I wilt ruk de<cnbing 
tt— >m the usual v«a^— as fundamentally rationalist, hedonut and in 
dividualist the happiness defined m hedonic terms, of individuals 
endowed with a clear perception— or amenable to education that will 
impart dear perception — both of this end and of the appropriate 
means was conceived as the meaning of life and the grand prin 
ciple of action in the private as well as in the political sphere ^Ve 
may just as well designate this sociology or social philosophy, the 
product of early capitalism by the terra introduced by John Stuart 
hfill Utilitarianism According to it behavior conforming to that 
principle was not merely the only rational and justifiable hut tpso 

'^SimiUrlj there 11 no legal sen«e in describing a public prcrsecuuon as a case 
-of "the People versus So and so The pnwecuimg legal persCTi ti the state 

v»Th s IV particularly obvioiu «n England and evpecully in the case of John 
LoeVe Av a pol tical philosopher he simply pleaded in the guise of general argu 
men! against James JI and lor his Whig trend* who made themselves responsi 
ble for the glorous revolution This aettwnts for the sureevs of a line of re^ 
soning that without this prarticai tonnotatton vnoufd have been beneath^^ntempt. 
The end of government u the good of the people and this good consists m the pro- 
lectJoo of privaie property which n why men enter into society" For this pur 
.Tiow.thiyv.iReet^ar^-nialie an Original Conlraet of submission to a common au 
(honty This contract is broken praperty and liberty endangered and resistance 
)usi bed when to put it frankly Whig aristocrats and London merchants think 
they are 
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Jacto also the" “natural' one This proposition is the bridge be- 
tween the otherwise very different theories of Bentham and Rousseau s 
contrat social — names that may serve us for beacons in what for the 
rest must be left in darkness here ' 

If such desperate brevity does not prevent readers from following 
my argument, the bearing of this philosophy on the subject of democ 
racy should be clear It evidently yielded, among other things, a 
theory of the nature of the state and the purposes for which the state ' 
exists Moreover, by virtue of its emphasis on the rational and hedo- 
nistic individual and his ethical autonomy it seemed to be m a position 
to teach the only nght political methods for running that state and 
for achievmg those purposes — the greatest happiness for the greatest 
number and that sort of thing Finally it provided what looked like 
a rational foundation for belief in the Will of the People {yolonti 
ginerale) and in the advice that sums up all that democracy meant to 
the group of writers who became known as Philosophical Radicals 
educate the people and let them vote freely 
Adverse critiasm of this construcuon arose almost immediately as 
a part of the general reacuon against the rationalism of the eight 
eenth century that set in after the revoluuonary and Napoleonic 
Wars Whatever we may think about the merits or dements of the 
movement usually dubbed Romanticism, it certainly conveyed a 
deeper understanding of pre-capitalist society and of bistonca] evolu 
tion m general and thus revealed some of the fundamental errors 
of utilitarianism and of the political theory for which utilitarianism 
served as base Later historical, sociolc^ical, biological psychological 
and economic analysis proved destructive to both and to^y U is diffi 
cult to find any student of social processes who has a good word for 
either But strange though it may seem, action continued to be taken 
on that theory all the time it was being blown to pieces The more 
untenable it was being proved to be. the more completely it dominated 
offiaal phraseology and the rhetoric of the politician This is why 
in the next chapter we must turn to a discussion of what may be 
termed the Classical Doctrine of Democracy 
But nb institution or practice or belief stands or falls with the 
theory that is at any time offered in its support Democracy is no 
exception It » in fact possible to frame a theory of the democratic 
process that takes account of all the realities of group-wise action and 
the public mind This theory will be presented m Chapter XXH 
=vnd.*h?tv.’‘t^'h7ll,'’aJj4Sihjt"iiStc*co'saySiowdiemocracy may’oe ex 
peered to fare m a socialist order of things 


"For general onenuuon see espeoally Kent The Philosophical Radical 
Graham Wallas The Life of Franca Place Lesbe Stephen The English Vtilitanans 



CHAPTEft XXI 


THi: CLASSICAL DOCTRINE OF DEMOCRACY 


I The CoKiMON Coco and niz Wnx or the Pzofie 

T he eighteenih-century phtlcnophy of democracy may be couched 
in the following definition the democrauc method ts that initi 
tutioiial arrangement for arriving at political dcasions which realues 
the common good hy making the people itseff deade issues through 
the election of individuals who are to assemble in order to carry out 
Hi will Let us develop the implicatioiu of this 
It IS held then that there exists a Common Good the obvious 
beacon light of policy which is always simple to define and which 
every normal person can be made to see by means of nuona] aigu 
ment There is hence no excuse for not seeing it and m fact no 
explanation for the presence of people who do not see it except igno* 
ranee— which can be removed— stupidity and anti social interest. More 
over this romioon good implies definite answers to all questions so 
that every social fact and eiery measure taken or to be taket^an un 
equivocally be classed as or bad All people having there' 

fore to agree in principle at least there is also a Common Will of the 
people (*- will of all reasonable individuals) that is exactly cotenai 
nous with (he common good or interest or welfare or happiness The 
only thing barring stupidity and sinuier interests that can possibly 
bring m disagreement and account for the presence of an opposition 
« 3 difference of opinion as to the speed wiih which the goal itself 
common to nearly all is to be approached Thus every member of the 
community cot saous of that goal knowing his or her mind d seem 
mg what IS good and what is bad takes part actively and responsibly 
in furthering the former and fighting the latter and all -the members 
taken together control their public affairs 
It IS true that the management of some of these affairs requires 
special aputudes and techniques and will therefore have to be en 
trusted to speaalists who have them Thu does not affect the principle 
however because these specialists simply act in order to cany out 
the will of the people exactly as a doctor acts in order to capy ou' 
the will of the patient to get well It is also uue that m a community 
of any size especially if it displays the phenomenon of djvison of 
labor It would be h ghfy tnconvenient for every individual citiren to 
have to get into contact with all the other atuens on every issue in 
order to do b s part in ruUng or gtnenung It will he more convenient 
950 
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to reserve only the most important deasrons for the individual au 
zens to pronounce upon— say by referendum— and to deal with the 
rest thrpugh a committee appointed by them — an assembly or parha 
ment whose members will be elected by popular vote Tins committee 
or body of delegates as we have seen, will not represent the people m 
a legal sense but it will do so in a less technical one — it will \oice. 
reflect or represent the will of the electorate Again as a matter of con 
venience, this committee, being large, may resolve itself into smaller 
ones for the various departments of public affairs Finally, among 
these smaller cpmmittees there will be a general purpose committee, 
mainly for dealing wnth current administration, called cabinet or 
government possibly with a general secretary or scapegoat at its 
head a so-called prime minister » 

As soon as we accept all the assumptions that are being made by this 
theory of the polity— or implied by it — democracy indeed acquires a 
perfectly unambiguous meaning and there 1$ no problem in connection 
with It except how to bring it about Moreoser we need only forget 
a few logical qualms in order to be able to add that in this case 
democratic arrangement would not only be the best of all conceiv 
able ones but that few people svould care to consider any other It^s 
no less obvious however that these assumptions are so many state 
ments of fact every one of which would have to be proved it we are 
to anive at that conclusion. And it is much easier to disprove them 

There is, first, no such thing as a uniquely determined common 
good that all people could agree on or be made to agree on by the 
force of rational argument This 0 due not primarily to the fact that 
some people may want things other than the common good but to the 
much more fun^ment^ fact that to different individuals and groups 
the common good is bound to mean diSereni things This fact hidden 
from the utilitarian by the narrowness of his outlook on the world 
of human valuations, will introduce rifts on questions of pnnaple 
which cannot be reconciled by rationalxargument because ultimate 
values — our conceptions of what life and what society should be — are 
beyond the range of mere logic. They may be bndged by compromise 
in some cases but not in others Americans who say, '\Ve want this 
country to arm to its teeth and then to fight for what we conceive 
to be right all over the globe and Amencans who say “^Ve want 
..^ihis country to^work out t$ own problems which is the only way it 
can serve hui^mty are faang irteduable differences of ultimate 
values which compromise could only maim and degrade 

Secondly, even if a suffiaently definite common good — such as for 

^The ofBail theory of the (uticuoos of a cabinet minmei bolds in fici that he 
n^pomted m order to see to it that u hu department the mil o£ the people pre 
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instance the utilitarian s maxuaum of economic satisfaction* — proved 
acceptable to all, this would not imply equally definite answers to 
individual issues Opinions on these might differ to an extent im 
portant enough to produce mcMt of the effects of ' fundamental ’ dii 
tension about ends themselves The problems centering m the evalua 
tion of present versus future satisf^ions, even the case of socialism 
versus capitalism would be left still open, for instance, after the con 
version of every individual atizen to utilitarianism ‘ Health might 
be desired by all yet people would Mill disagree on vacanation and 
vasectomy And so on 

The utilitarian fathers of democratic doctrine faded to see the full 
importance of this simply because none of them seriously considered 
any substantial change m the economic frameworlc and the habits of 
bourgeois society They saw little beyond the world of an eighteenth 
century ironmonger 

But, third, as a consequence of both preceding jiropositions, the 
particular concept of the will of the people or thevolonU ginirale 
that the utilitarians made their own vanishes into thin air For that 
concept presupposes the extstenee of a uniquely determined common 
good discernible (o all Unlike the romanticists the utilitarians had 
no notion of that semi mystic entity endowed yith a will of its own 
•—that soul of the people which the historical school of jurispru 
dence made so much of They frankly derived their will of the people 
from the wills of individuals And unless there is a center, the com 
snon good, toward which, m the long run at least, all individual wills^ 
gravitate, wc shall not get that particular type of natural ’ volonU 
gin^rale The utilitarian center ol gravity, on the one hand, unifies 
individual wills tends to weld them by means of rational iiscunion 
into the will of the people and on the other hand confen upon the 
latter the exclusive ethical dignity claimed by the classic democratic 
creed This creed does not consist stmply in worshiping the will of 
the people as such but rests on certain assumptions about the natural ’ 
object of that will which object is sanctioned by utilitarian reason 
Both the existence and the dignity of this kind of volants ginirale are 
gone as soon as the idea of the common good fails us And both the 
pillars of the classical doctrine inevitably crumble into dust 

II The Will of the People iWd iNotviouAL Vounorf- 

Of course however conclusively those arguments may tell against 
this particular conception of the will of the people, they do not debar 

sThe very weaning of "greaieil happiness is open lo senous doubt But even 
tt'tiiis aoutit coulb'de temoveo’ano’oWfote-iiitarinwg-totKtr'ife-dSUitfea'itr Jlt-»tiifl- 
totat of economic satisfaction of a group of people that maxitnum would stiU 
be relative to given situations and valuaciom which <t Duy be impossible to alter, 
or compromise on m a demooauc way 
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us from trying to build up another and more realtstic one I do not 
intend to question either the reality or the importance of the socio- 
psichological facts we think of when speaking of the will of a nation 
Their analysis is certainly the prerequisite for making headway with 
the problems of demoaacy It would however be better not to retain 
the term because this tends to obscure the fact that as soon as we 
have severed the will of the people from its utilitarian connotation 
we are building not merely a dificrent theory of the same thing but 
a theory of a completely different thing We hate every reason to be 
on our guard agamst the pitfalls that lie on the path of those de- 
fenders of democracy who while accepting, under pressure of accu 
mulaung evidence, more and more of the facts of the democratic 
process, yet try to anoint the resulu that process turns out with oil 
taken from eighteenth-century jars 
But though a common will or public opinion of some sort may still 
be said to emerge from the infinitely complex jumble of individual 
and group-wise situations, tohttons, influences, actions and reactions 
of democratic process, the result lacks not only rational unity 
but also rational sanction The former means that, though from the 
standpomt of analysis, the democratic process is not simply chaotic— 
for the analyst nothing u chaotic that can be brought within the 
reach of explanatory prmaples— yet the results would not, except by 
chance, be meamn^ul in themselves— as for instance the realization 
of'any definite end or ideal would be The latter means since that 
will u no lor^ congruent with any ‘ good that in order to claim 
ethical dignity for the result it will now be necessary to fall back 
upon an unqualified confidence m democratic forms of government 
as such — a belief that in prinaple would have to be independent of 
the desirabilityiof results As we have seen, it is not easy to place one 
self on that standpoint Bui even if we do so, the dropping of the 
utilitarian common good still leaves us with plenty of difficulties on 
our hands 

In parucular, we still remain under ihe practical necessity of at 
tnbuting to the will of the individual an independence and a rational 
quality that are altogether unrealistic. If we are to argue that the will 
of the atizens per « is a political faaor entitled to respect, u must 
fint exist That is to say,.it must be something more than an indeter 
^rtinate bundle of vague impulses loosely playing about given slogans 
and mistaken impressions Everyone would have to know definitely 
vtfhat he wants to stand for This definite will would have to be imple 
mented by the ability to observe and interpret correaly the tacts that 
are dixealy accesible to everyone and to sift critically the informa 
non aW the faas that are not Fmally, from that definite vmII and 
from these ascmained facts a clearnnd prompt conclusion as to particu 
lar issues would have to be derived according to the rules of logical 
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inference — with so high a degree 61 general efficiency moreover that 
one mans opinion could be held, without glanng alnurdity, to be 
roughly as good as every other man’s » And all this the modal atiien 
uould have to perform for hrauelf and Independently of pressure 
groups and propaganda * for volitions and infcrenifes that are imposed 
upon the electorate obviously do not qualify for ultimate data of the 
democratic process The question whether these conditions are ful- 
filled to the extent required in order to mate democracy work should 
not be anssvered by reckless assertion or equally reckless denial Ji can 
be answered only by a laborious appraisal of a maie of conflicting 
evidence 

Before embarking upon this, howeser, I want to make quite sure 
that the reader fully appreciates another point (hat has been made 
already I will therefore repeat that even if the opinions and desires 
of individual citizens svere perfectly definite and independent data 
for the democratic process to work wuh, and if everyone acted on 
them with ideal rationality and promptitude, it would not necessarily 
follow that the political decisions produced by that process from the 
raw material of those individual vcimom would represent anything 
that could in any convincing sense be called the will of the people 
It IS not only conceivable bub whenever individual wills are much 
divided very likely that the political decisions produced will not 
conform to what people really want * Nor can u be replied that, if 

*This ae^unct lot the itrenittr equaliunan character both of the elsMtcai doc- 
irine of democraef and of popular drmoentte belirts. It will be pointed out later on 
how Equality nay acquire the statu* of an cihual postulate Aa a factual tiatereeni 
about human nature it annot be true in any conceivable sense In recosmtion of 
this the postulate itseK has often been reformulated so as to mean "equality of 
opponunity " But d stegardmg even the difficuUiei inherent in the word oppot 
lunity this reformufation does trot help us much because it is actual and not 
poiential equality of performance in tnaiiers of political behavior Chat is required 
if each man s vore is to carry cf?e nine oeight in the decision of Issues / 

It should be noted m passing that democratic phnseology has been snsinimental 
in fostering the association of inequality of any kind with "injuit ce" which is so 
important an element in the psychic paisern of the unsuccessful and in the arsenal 
of the politician who uses him Oi>e o( the most Curious symptoms of this was 
the Athenian institution of ostraenm or rather the use to which it was sometimes 
put Ostracism consisted in banistlfkig an individual by popular vole not necessanly 
for any parncufir reason ft sotoeiisncs served as a method of eliminating an un 
comfortably prominent citiren who was frft to count for mere lhan one 

♦ This t«TO IS here being used in it* onglnal sense and not in the sense whiter 
it IS rapidly acquiring at present and whidi auggesu the definition propaganda is 
any statement emanating from a source that we do not like I suppose that the 
terra derives from the fame of the commtiiee of cardinal* which deals with matters 
concern ng the spreading of the Catholic fatih the congregalio de propaganda fide 
iVr iSsaV vsVintnvr iV ednae .luv* .ttwaniq® And -to /lartuaiUr ,tf 

does not imply d stottion of face* One can snake propaganda for instance for a 
ic encific method It simply means the presentation of facts and argumenu with 
a view to influencing peoples aciicns or opudons in a definite direction. 
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not exactly what they want, they will get a ' fair compromise " This 
may be so The chances for this to happen are greatest with those 
issues -which are quantitative m nature or admit of gradation, such 
as the question how much a to be spent on unemployment relief 
provided everybody favors some expenditure for that purpose But 
with qualitauie issues, such as the question whether to persecute 
heretics or to enter upon a war, the result attained may well, though 
for different reasons, be equally distasteful to all the people whereas 
the decision imposed by a non-democraiic agency might prove much 
more acceptable to them 

An example will illustrate I may, I take it, describe the rule of 
Napoleon, when First Consul, as a military dictatorship One of the 
most pressing political needs of the moment was a religious settlement 
that would clear the chaos left by the revolution and the directorate 
and bring peace to millions of beans This he achieved by a number 
of master strokes, culminating m a concordat with the pope (1801) 
and the “organic articles (1802) that, reconciling the irreconcilable, 
gave just the right amount of freedom to religious worship while 
strongly upholding the authomy of the state He also reorganized 
and rehnanced the French Catholic ditirch, sohed the delicate ques 
uon of the ' constitutional ’ clergy, and roost successfully launched 
the new establishment with a minimum of friction If ever there was 
'any justification at all for holding that the people actually want some 
thing definite, this arrangement afiotcU one ol the best instances m 
hutory This must be obvious to anyone who looks at the French 
class structure of that tune and it is amply borne out by the fact that 
this ecclesiastical policy greatly contnbuted to the almost universal 
popularity which the consular regime enjoyed But it is difficult to 
see how this result could have been achieved in a democratic way. 
Anti-church sentiment had not died out and was by no means confined 
to the vanquished Jacobins People of that persuasion, or their leaders, 
could not possibly have compromised to that extent ® On the other end 
of the scale, a strong wave of wrathful Catholic sentiment was steadily 
gaming momentum People who shared that sentiment, or leaders 
dependent on their good will, could not possibly base stopped at the 
Napoleonic limit, in particular, they <»uld not have dealt so firmly 
with the Holy See for which moreover there would have been no 
motive to give in, seeing which way things were moving And the 
') nil of the peasants who more than anything else wanted tneir priests, 
hfjr. rhiu-xhps.and.qr/w.ss3nn5-’wuiIiL»iaj«. •jarrJiyA'i hjy ‘hit -very 
natural fear that the tevolmionary settlement of the land question 
might be endangered once the clergy— the bishops especially— were 
in the saddle again Deadlock or interminable struggle, engendering 
‘The legislative bodies cowed though they were completely failed m fact to 
support Napolcoa in this policy And some o£ ha most uusied paladins opposed it 
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Increasing irritation would have been the most probable outcome of 
any attempt to settle the question dcmocratially But Napoleon was 
able to settle ti reasonably, preosely because all those CToUps which 
could not yield their points of iheir own accord were at me same time 
able and willing to accept the arrangement if imposed. 

This irutanee of course a not an isolated one * If results that prove 
in the long run saiufactory to the people at large are made the test o? 
government for the people, then government by the people, as con 
ccived by the classical doctnne of democracy, would often fail to 
meet it. 


HI Huwan Naturz in Pouncs 

It remains to answer our question about the definiteness and inde- 
pendence of the voters will, his powers of observation and interpreta 
tton of facts, and his ability to draw, dearly and promptly rational 
inferences from both Thu subject belongs to a chapter of social<psy 
chology that might be entitled Human Nature m Politics^ 

During the second half of the last century, the idea of the human 
penonality that is a homogeneous unit and the idea of a definite will 
that IS the prime mover of aaion have been steadily fading-><ven 
before the times of Tb^odule Ribot and of Sigmund Freud In particu 
lar, these ideas have been inaeasingly discounted m the field of social 
sciences where the imporunce of the extra rational and tmtionaV 
element in dur behavior has been receiving more and more atten 
tion witness Pareto s fifind end Society Of the many sources of the 
evidence that accumulated against the hypothesis of rationality, I 
shall mention only two 

The one— in spite of much more careful laicr work — may still be 
assoaated with the name of Gustave Le Bon the founder or, at any 
*OU2n' irutantxs could in fia be adduced hxm Napoleon 1 pntuce. He vias an 
autocrat >»ho wheneyer hu dynajiic jnierwt* and hu lore gn policy were not con 
cemed suDply siiove 10 do whai be «»c»cei*«d ihe people wanted or needed This 
b wbai ihe advice amouoied 10 wbidi be gave to Eugene Beaubamau concerning 
tbe laiters adnunisiraticm of norlbem luly 
'Thu u ibe title of the frank and charming book by one of the mott lovable 
English radicals who ever lived, Graham Wallaa In spite of all that has since been 
wniien on the subject and especially in spile of all ihe detailed ase stud es that 
now make it possible to see so much mote dearly that book may ttlU be tecom 
mended as the best introducuon to political psychology Yet after having stated 
with admirable honesty the case against the uncntial aceepunce of the clas^J 
doctrine the author fails to draw ihe obvious conclusion Th s is all the more 
remarkable because he rightly Insists on the necessity of a icient fic attitude of 
mind and because he does not fail to uke Lord Bryce to task tor having in his 
book on the American commonwealth professed himself grimly" resolved to tee 
some blue sky in the midst of clouds of dsHusionng facts VVTiy so Graham 
Wallas seems to exclaim what should we say a meteorologut who ins sled feeing 
the outset that he saw some blue sky? Nevcitheless in the conscrucuve part of bis 
hook he takes much the same grou^ 
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rate, the first effective exponent of the psychology of crowds (psy 
chologie des fouUs) * By showing up though oversiressing the reali 
ties of htna^n behavior when under the influence of agglomeration — 
in particular the sudden disappearance, in a state of excitement, of 
moral restraints and avilized modes of thinking and feeling the sud 
den eruption of primitive impulses infantilisms and criminal pro- 
-joensities— he made us face gruesome facts that everybody knew but 
nobody wished to see and he thereby dealt a serious blow to the picture 
of man’s nature which underlies the classical doctrine of democracy 
and democratic folklore about revolutions No doubt there is much 
to be said about the narrowness of the factual basis of Le Bon s in 
ferences which, for instance, do not fit at all well the normal behavior 
of an English or Anglo-American crowd Critics especially those to 
whom the implvcatvons of this branch of social psy^ology were un 
congenial did not fail to hiake the most of its vulnerable points But 
on the other hand 11 must not be forgotten that the phenomena of 
crowd psychology are by no means confined to mobs noting in the 
narrow streets of a Latin tov£n Every parliament every committee 
every cotincil of war composed of a dozen generals in their sixties 
duplays, in however mild a form some of those features that stand 
out so glanngly m the case of the rabble. In panicular a reduced 
sense of responsibility, a lower level of energy of thought and greater 
/ sensitiveness to non logical influences Moreover, those phenomena 
are not confined to a crowd m the sense of a physical agglomeration 
of many people Newspaper readen radio audiences, members of a 
party even if not physically gathered together are terribly easy to 
work up into a psychological crowd and into a state of frenzy in which 
attempt at rational argument only spurs the animal spirits 

The other source of disillusioning evidence that I am going to men 
tion 1$ a much humbler one — nO blood flows from it, only nonsense 
Economists, learning to observe their facts more closely have begun to 
discover that, even in the most ordinary currents of daily life, their 
consumers do not quite live up to the idea that the economic text 
book used to convey On the one hand their wants are nothing like as 
definite and their actions upon those wants nothing like as rational 
and prompt On the other hand they are so amenable to the influence 
of advertismg and other methods of persuasion that producers often 
seem to dictate to them instead of being directed by them The tech 
'^qae of successful advertisii^ is jiarticularly instructive There is 
indeed nearly always some appeal to reason But mere assertion often 
repeated counts more than rauonal argument and so does the direct 

•The Gennan tenn AfassenpsyehoIogK sug^U a warning the psychology of 
crowds must not be confused with the psydiology of the masses The former does 
not necessarily carry any class connotation and in itself has nothing to do with a 
Study of the tvays of thinking and feeling of say the working class 



‘'a^S Socialism and Democracy 

auact upon the subconWouj i\Wch takes the form of attempts to 
evoke and crystalliie pleasant assoaations of an entirely extra rational, 
very frequently of a sexual nature 
The conclusion, while obvious, must be drawn with care In the 
ordinary run of often repeated decuions the individual is subject to 
the salutary and raiionahrmg influence of favorable and unfavorable 
experience He w also under the influence of relatively simple and un 
problematical motives and interests which are but occasionally inter 
fered with by excitement Historically, the consumers desire for shoes 
may, at least in part, have been shaped by the aciion of producers offer 
mg attractive footgear and campaigning for it yet at any given time it 
IS a genuine want, the definiteness of which extends beyond 'shoes 
m general ’ amt which prolonged experimenting clears of much of 
the irrationalities that may originally have surrounded it* MorC' 
over, under the stimulus of those simple motives consumers learn to 
act upon unbiased expert advice about some things (houses motor- 
cars) and themselves become experts in oihen It is simply not true 
that housewives are easily fooled in the maticr of foods, familiar 
household articles, wearing apparel And, as every salesman knows to 
hii cose, most of them have a way of insisting on the exact article they 
want ^ 

'Thu of coune holds true still more obviously on the producers' side* 
of the picture No doubt, a manufacturer may be indolent, a badt 
judge of opportunities or otherwise incompetent, but there is an 
effective mechanism that will refonn or eliminate him Again Taylor 
ism rests on the fact that man may perform simple handicraft opera 
tions for thousands of years and yet perform them inefBuenily But 
neither the intention to act as rationally as possible nor a steady pres- 
sure toward rationality can seriously be called into question at what ' 
ever level of industrial or commercial activity we choose to look 
And so It is with most of the decisions of daily life that he Within 
the little field which the individual atuens mmd encompasses with 
a full sense of its reality Roughly, it consists of the things that directly 
concern himself his family, his business dealings his hobbies, his 
friends and enemies, his township or ward, his class, church, trade 
union or any other social group of which he is an active member — 
»In ihe above passage iirationatin' nieaw faBiire act rauonally upon a given 
itiih 1{ does noi reJer lo Ihe reasonaWmesl of the wuh jlself in the opinion ot 
ibe observer This is mporiant lo note beaose economists In appraising the 
ot consumers Irrationality sometimes exaggerate it by confusing the two thin^ 
Thus a factory girl s finery may seem to a professor an mdicauon ot irrational 
behavior for which thete Is no othei eaplanacion but the advertisers arts Actually 
It may be all she craves for If so her expenditure on it may be ideally rauonat in 

« This level differs of course not only as between epochs and places but also at 
a given time and place as between diffeieiu indujfnal sectors and classes. Thete 
u so such thing as a universal patKrn ol faUonality 
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the things under his personal observaUon, the things which are 
familiar to him independently of what his newspaper tells him, which 
he can directly influence or manage and for which he develops the 
kind of responsibility that is induced by a direct relation to the favor 
able or unfavorable eSecls of a course of action 

Once more definiteness and rationality in thought and action^* 
»are not guaranteed by this familiarity with men and things or by that 
“\ense of reality or responsibility Quite a few other conditions which 
often fail to be fulfilled would be necessary for that For instance, 
generation after generation may suffer from irrational behavior in 
matters of hygiene and yet fail to link their sufferings with their 
noxious habits As long as this is not done, objective consequences, 
however regular, of course do not produce subjective experience Thus 
it prosed unbelievably hard for humanity to realize the relation be 
tween infection and epidemics the facts pointed to it with what to us 
seems unmistakable dearness, yet to the end of the eighteenth cen 
tury doctors did next to nothing to keep people afllicted with in- 
fectious disease such as measles or smallpox, from mixing with other 
people And things must be expected to be still worse wheneser there 
IS not only inability but reluctance to recognize causal relations or 
when some interest fights against recognizing them 

Nevertheless and m spice of all the qualifications that impose 
tthemselves, there is for everyone, within a much wider horizon, a nar 
rower field — ^widely differing in extent as between different groups 
and individuals and bounded by a broad zone rather than a sharp 
line— which 1$ distinguished by a sense of reality or familiarity or 
responsibility And this field harbors relatively definite individual 
volitions These may often strike us as umnielligent, narrow, egous 
tical, and'it may not be obvious to everyone why, when it comes to 
political decisions, we should worship at their shrine, still less why 
we should feel bound to count each of them for one and none of them 
for more than one If, however, we do choose to worship we shall at 
least not find the shrine empty'* 

iiRauonalily of thought and lauonality of action are two dilferent things 
Rauonahty of thought does not always guarantee raiionaluy of action And the 
latter may be present without any conscious deliberation and irrespective of any 
ability to formulate the rationale of ones action correctly The observer par 
licularly ihe observer who uses inlerview and questionnaire methods often over 
^ks this and hence acquires an exaggerated idea of ihe impoxuncc of irrationality 

* IS It should be observed that in speaking srf definite and genuine volitions I do 
not mean to exalt thefn into ulumacc daU for all kinds of social analysis Of 
^course they are themselves the product of tbe social process and the soaal enyiron 
meni All I mean is that they may serve as data for the kind of speaal purpose 
analysis which the economist has in mind when he derives prices from tastes or 
wants that are given" at any moment and need not be further analyred each time 
Similarly we may for our purpose speak of genuine and definite volitions that at 
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Noi* this compiratnc defiimeacss ot \oliuon and rationality oI be- 
havior does not suddenly s-amsh as «e move aw-ay from those concerns 
ol daily life in the home and m business nhicb eduate and disaplme 
us In the realm of public affairs there a« sectors that are more 
sMthm the reach of the amcni mind than oihcn This is true first, 
of local affairs Even there v»e find a reduced posser of discerning 
facts a reduced preparedness to »a upon ihera, a reduced sense oj 
responsibility ^t'e all know the man — and a very good spearaen h< 
frequently is— Vs ho sajt that the local adminutratioa is not his busi 
ness and callously shrugs his shoulders at practices which he would 
rather die than suffer in his osoi office. High minded otuens in a 
hortatory mood who preach the respomibility of the individual voter 
or taxpajer invariably discover the fact that this voter does not fee! 
responsible for what the local polmcuns do. Still, espeaally in com 
munuies not loo big for perscmal contacu local patnousm may be 
a very important factor in making democracy work.' .Also, ihe prob- 
lems of a tovn are in many respects akin to the problems of a manu- 
facturing concern The man who understands the latter also under 
stands to some extent, the former The manufacturer, grocer or 
w orkman need not step out of bis world to have a rauonally defensible 
Mcw (that may of eoune be nght or wroni^ on street cleaning or 
towTi halls 

Second, there are many nauonal issues that concern individuals and 
groups so directly and unmistakably as to evoke volitions that are 
genuine and definite enough The m^i impoTtani instance is afforded 
by issues involving immediate and pcnonal pecuniary profit to in 
dnidual voiers and groups of voicn, such as direci payments, pro- 
tectis'e' duties, silver poliaes and so on Xapenence that goes back to 
antiquity shows that by and large voters react promptly and raiionally 
to any such chance But the classical doctime of democracy evidently 
stands to gam little from displays of lauonahty of this kind. Voters 
thereby prove themselves bad and indeed corrupt judges of such is- 
sues >* and often they even prove themselves bad judges of their own 

any isonient are given Ind^irndeniJr of •tinnptt to manufaetuie tbem although 
«e recogn le that these genu ne Tobcion* ihemsclvH are the mult of environmetiul 
infiuenm in ihe yasi, propagandist inBoenm included. Thu distinwioo between 
genuine and manufactured will (see below) b • dilBcull one and cannot b« applied 
in all cases and tot all puiposea. Tor out purpose however U is fuffioent to point 
to the obvious eotntnon sense ease wh»d» on be made for iu 

»>The reauin why the Benihamiies lO completely ovetloolied this is ihatjS&y 
did not consider the poss biluiea of man comipuim in modem capiulism Com 
mining in their poliucal theory the same error which they committed in thor eco- 
nomic theory they felt no compuncuon about poslulaung that “the people" were 
the best judges of their own individual fateiesb and that these must necesnnTy 
coincide w th the interests of all the people alen together Of coarse this was 
made easier for them because actually thougb not inlenttoiuDy they phBosophiwd 
in terms of bourgeois inteiesu which bad more w gam from a partimomout state 
than from any direct bnbes. 
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long run interests lor it is only the short run promise that tells 
politically and only short run rationality that asserts itself effects ely 
However^ when we mote still farther away from the private con 
cerns of the family and the business office into those regions of na 
uonal and international affairs that lafk a direct and unmistakable 
link with those private concerns individual volition command of 
facts and method of inference soon cease to fulfill the requirements of 
"^he classical doctrine \Vhat strikes me most of all and seems to me to 
be the core of the trouble is the fact that the sense of reality^* is so 
completely lost Normally, the great political questions take iheir 
place in the psychic economy of the typical atizen with those leisure 
hour interests that hate not attained the rank of hobbies and with 
the subjects of irresponsible conversation These things seem so far 
off, they are not at all like a business proposition dangers may not 
materialize at all and if they should they may not prove so very 
serious one feels oneself to be moving in a fictitious world 

This reduced sense of reality accounts not only for a reduced sense 
of responsibility but also for the absence of effective volition One has 
one s phrases of course and one s wishes and daydreams and grumbles 
especially one has ones likes and dislikes But ordinarily they do not 
amount to what we call a will— the psychic counterpart of purposeful 
responsible action In fact for the private ntizen musing over national 
affairs there is no scope for such a will and no task at which ic could 
develop He is a member of an unworkable commiitee, the committee 
of the whole nation and this is why he expends less disciplined effort 
on mastering a political problem than he expends on a game of 
bridge 

The reduced sense of responsibility and the absence of effective 
voUuon in lum explain the ordinary citizen s ignorance and lack of 
judgment in matters of domestic and foreign policy which are if any 
thing more shocking m the case of educated people and of people 
who are successfully aaive m non political walks of life than it is with 
uneducated people in humble stations Information is plentiful and 
readily available But this does not seem to make any difference Nor 
should we wonder at it We need only compare a lawyer s attitude 
to his brief and the same lawyers atutude to the statements of political 
fact presented in his newspaper in order to see ivhat u the matter In 


• s* William James pungnt sense of reality The relevance of this point has been 
^wioilarly emphasized by Craham Wallas. 

It will help to daiify the point. »t iwe ask. onNelxes. vhy so BiMcb ssmBe 
gencc and dear headedness show up at a bridge table than in say political d s 
cussion among non politiaans. At the bridge table we have a definite task we 
have rate that disaphne us success and failure are dearly defined and we are 
prevented trewa behaving irresponsibly because every misuke we make will not 
only immediately tell but also be immediately allocated to us These cond t ons 
by their failure to be fulfilled for the potuical behavior of the ordinary atiren 
show why It IS that in politics he lacks all the alertness and the judgment he may 
display in his profession ' 
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the one case the >awyer has qualified for appreciating the relevance 
ot his facts by years of purposeful labor done under the definite itimu 
lus of interest in his professional eoidpetencc and under a stimulus 
that is no less powerful he then bends his acquirements his intellect 
his itfiU to the conients of the brieTf In the other case he has not 
taken the trouble to qualify he docs not care to absorb the infor 
macion or to apply to it the canons of critiasm he knows so well how 
to handle and he is impatient of long or complicated argument All 
of this goes to show that without the iiutiative that comes from im 
mediate responsibility ignorance Will persist in the face of masses of 
information howeser complete and correct. It persists even in the face 
of the meritorious efforts that are being made to go beyond presenting 
information and to teach the use ot it by means of lectures classes 
discussion groups Results are not icro But they are small People 
cannot be carried up the Udder 

Thus the typical atuen drops down to a lower level of mental per 
formance as soon as he enters the political field. He argues and analyres 
in a way which he would readily recognire as infantile wnhin the 
sphere of hu real interesu He bewmes a primitive again His think 
ing becomes associatne and affective** And this entails two further 
consequences of ominous significance 

First even if there vere no political groups iryirfg to influence him 
(hi typical citiren would in political roacten tend to yield to extra 
rational or irrational prejudice and impulse The weakness of the 
rational processes he applies to politics and the absence of effective 
logical control oter the results he arrives at would m themselves tuf 
fice to account for that Moreover simply because he is not all there 
he will relax his usual moral standards as well and occasionally give 
in to dark urges which the cond tions of pnvate life help him to re- 
press But as to the wisdom or rationality of his inferences and con 
elusions It may be just as bad if he gives in to a burst of generous 
indignation This wiU make it still more difficult for him to see things 
in their correct proportions or even to see more than one aspect of 
one thing at a time Hence if for once he does emerge from hts usual 
vagueness and does display the definite will postulated by the classical 
doctrine of democracy he is as likely as not to become still more un 
intelligent and ^responsible than he usually is At cerUin junctures 
this may prove fatal to his nation 

•* See tfi X I , » • 

r The mporunce of roch buMM cannot be dwibied But it is possible lo douoi 
iheir genu nenesj Analjx s w J1 shoi* n many nsuntes lhat ihey are induced by 
the act on of some group and do tiol spoo aneoudy a se from ihe people In ih » 
case they enter in o a (second) clau of pltenomena v>h ch sve a e about lo deal w ih 
Personally I do bel eve that genu ne nitaoees ex st But 1 cannot be sure that 
more thorough analys s would not reveal some psycho fechn cai e/Fort at the bottom 
of them 
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Second, however, the weaker the logical element in the processes o£ 
the public mind and the more complete the absence ol rational aiti 
asm and of the rationaluing influence of personal experience and 
responsibility, the greater are the opportunities for groups with an 
ax to grind These groups may consist of professional politicians or 
of exponents of an economic interest or of idealists of one kind or 
another or of people simply interested in staging and managing polit«' 
teal shows The soaology of such groups is immaterial to the argu 
ment m hand The only point that matters here is that. Human 
Nature in Politics being what it 1$, they are able to fashion and, 
within very wide limits e\en to create the will of the people What 
we are confronted with in the analysis of pohucal processes is largely 
not a genuine but a manufactured will And often this artefact is all 
that in reality corresponds to the volonl^ ginirale of the classical 
doctrine So far as this is so the will of the people is the product and 
not the motive power of the political process 
The ways in which issues and the popular will on any issue are 
being manufactured is exactly analt^ous to the ways of commeraal 
advertising We And the same attempts to contact the subconscious 
We find the same technique of creating favorable and unfavorable 
associations which aie the more effective the less rational they are 
^Ve find the same evasions and reticences and the same tnck of pro* 
ducing opinion by reiterated assertion that is successful precisely to 
the extent to which it avoids rational argument and the danger of 
awakening the critical faculties ot the p^ple And so on Only, all 
these arts have infinitely more scope in The sphere of public affairs 
than they have in the sphere of private and professional hfe The 
picture of the prettiest girl that ever lived will in the long run prove 
powerless to maintain the sales of a bad cigarette There Is no equally 
effective safeguard in the case of political deasions Many decisions 
of fateful importance are of a nature that makes it impossible for the 
public to experiment with them at its leisure and at moderate cost 
Even if that is possible, however, judgment is as a rule not so easy to 
atnve at as u u m the case ol the cigarette because effects are less 
easy to interpret 

But such arts also vitiate, to an extent quite unknown in the field 
of commercial advertising those forms of political advertising that 
profess to address themselves to reason To the observer, the anti 
rational or, at all events, the extra rational appeal and the defense 
/^TTCsroif tile victim siamf our more ana’ not less efearfy when cloaked 
in facts and arguments We have seen above why it is so difiicult to 
impart to the public unbiased infonnation about political problems 
and logically correct inferences from u and why it is that information 
and arguments m political maUers will “register** only if they link 
up with the atizen s preconceived ideas As a rale, however, these 
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ideas are not definite enough to determine particular conclusions 
Since they can themselves be manufactured effective political argu 
ment almost inevitably implies the attempt to twut exisung voli 
tional premises into a particular shape and not merely the attempt to 
implement them or to help the citi/m to make up his mind 

Thus information and arguments that are really driven home are 
likely to be the servants of pohtial intent. Since the first thing man 
will do for his ideal or interest is to lie we shall expect, and as a 
mailer of fact we find that effective information is almost always 
adulterated or selective’* and that effective reasoning in politia con 
sists mainly in trying to exalt certain propositions into axioms and 
to put others out of court it thus reduces to the psycho-technics men 
tioned before The reader who thinks me unduly pessimistic need 
only ask himself whether be has never heard— ^r said himself — that 
this or that awkward fact must not be told publicly or that a certain 
line of reasoning though valid is undesirable If men who according 
to any current standard are perfectly honorable or even high minded 
reconcile themselves to the implications of this do they not thereby 
show what they think about the roerm or even the existence of the 
Will ol the people? 

There are of course limits to all thu ** And there is truth m Jeffer 
sons dictum that in the end the people are wiser than any single 
individual can be or in Lincolns about the impossibility of fooling 
all the people all the time But both dicta stress the long run aspect 
in It highly significant way It is no doubt possible to argue that given 
time the collective psyche will evolve opinions that not infrequently 
strike us as highly reasonable and even shrewd History however con 
sists of a succession of short run situations that may alter the course 
of events for good. If all the people can in the short run be fooled 
step by step into something they do not really want and if this ts not 
an excepiional case which we could afford to neglect then no amount 
of retrospective common sense will alter the fact that m reality they^ 
neither raise nor decide issues but that the issues that shape their 
fate are normally raised and decided for them More than anyone 
else the lover of democracy has every reason to accept this fact and to 
clear his creed from the aspersion th^t it rests upon make believe 

IV Rxasons for the Survivai. of the Classical Doctrine 

But how IS It possible that a doctnne so patently contrary to fact 
should have survived to ^hti day and continued to hold us place iff* 

•«Se!eci ve nfoma on if fn iwlf wtrert fa »n annnpt to I e by ipeaV trg the 

iTUlh 

«»Pos bly ihey re ght »how more clearty rf «ues were more frequenily deeded 
by referendum Pol aani presumiblf know why ibey are nvaraWy beet 5e 
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the hearts of the- people and in the offiaal language of governments? 
The refuting facts are known to all, everybody admits them with 
perfect, frequently with cynical, frankness TTie theoreucal basis, utili 
tarian rationalum, is dead nobody accepts it as a correct theory of 
the body politic. Nevertheless that question is not difficult to answer 

Tirst of all, though the classical doctrine of collective action may 
not be supported by the results of empirical analysis, it is powerfully 
supported by that assoaation with religious belief to which I have 
adverted already This may not be obvious at first sight The utili 
tanan leaders were anything but religious in the ordinary sense of 
the term. In fact they believed themselves to be anti religious and 
they were so considered almost universal!) They took pnde in what 
they thought was precisely an unmeiaphysical attitude and they were 
quite out of sympathy wi^ the religious institutions and the religious 
movements of their time But we need only cast another glance at the 
picture they drew of the soaal process in order to discover that it 
embodied essential features of the faith of protesiant Chnstianiiy and 
was in fact derived from that faith For the mtelleciual who had cast 
off his religion the utilitarian creed provided a substitute for it For 
many of those who had retained their religious belief the classical 
doctrine became the political complement of lu^ 

Thus transposed into the categories of religion, this doctrine — and 
in consequence the kind of demooatic persuasion which u based 
upon rt-^anges very nature There u'no longer any need for 
logical scruples about the Co mm on Good and Ultimate Values All 
thu is settled for us by the plan of the Creator whose purpose defines 
and sanctions everything What seemed indefinite or unmotivated 
before is suddenly quite definite and convinang The voice of the 
people that is the voice of God for instance Or take Equality Its 
very meaning is in doubt, and there is hardly any rational warrant 
for exalting it into a postulate, so long as we move in the sphere of 
empirical analysis But Chnstiamty harbors a strong equahtanan 
element The Redeemer died for all He did not differentiate between 
individuals of different soaal status In doing so, He testified to the 
intrinsicjralue of the individual soul, a value that admits of no grada 
tions Is not this a sanction — and, as ii^seems to me, the only possible 
sanction** — of “everyone to count for one, no one to count for more 

*« Observe the analogy with soaalut belief which also u a substitute tor Cbruiian 
.belief to some and a complement of it to others. 

*ilt might be objected that however difficult it may be to attach a genial 
meamng to the word Equality such meaning can be unraveled from lU context 
in most if not all cases For instance it may be permissible to infer from the 
circumstances m which the Gettysburg address was delivered that by ihe “proposi 
tion that all men are created free and equal " Lincoln simply meant equality of 
legal status versus the kind of ineqoabiy that is implied in the recognition of 
slavery This meaning would be de^te enough But if we ask why that proposi 
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than one” — a sanction that poun super mundane meaning into articles 
of the democratic creed for which it is not eajj- to find any other? To 
be sure this interpretation docs not cover the whole ground How 
ever, so far as n goes it seems to oeplam many things that otherwise 
would be unexplainable and m fact meaningless In parucular, it 
explains the believers attitude toward crmcism again, as in the case 
of socialism fundamental dissent is looked upon not merely as error 
but as sin it elicits not merely logical counterargument but also 
moral indignation / 

We may put our problem differently and say that democracy, when 
motivated In ihu way. ceases to be a mere method that can be dis- 
cussed rationally like a steam engine or a disinfectant Jc actually 
becomes what from another standpoint I have" held it incapable of 
becoming VIZ , an ideal or rather a part of an ideal schema of things 
The very word may become a flag, a symbol of all a man holds dear, 
of everything that he loves about hu nation whether rationally con 
lingcnt to u or not On the one hand, the question how the various 
propositions implied in (he demooauc belief are related to the facts 
of poliua will then become as irrelevant to him as u, to the believing 
Catholic; (he question how the doings of Alexander V2 tally with 
the supernatural halo surrounding the papal office On the other 
hand, the democrat of this type, while accepting postulates carrying 
Urge implications about equality and brotherlmess, will be m a post 
(ion also To accept, m all sincerity, almost any amount of deviations 
from them that his own behavior or position may involve That u 
not even illogical hfere distance from /act u no argument against an 
ethical maxim or a mystical hope 

Second there u the fact that (he forzns and phrases of classical 
democracy are for many nations assoaated wiih events and develop- 
ments in their history which are enthusiastically approved by large 
majorities Any opposition to an established regime is likely to use 
these forms and ph^es whatever its meaning and social roots may 
be« If it prevails and if subsequent developments prove_ satisfactory, 
then these forms will take root in the naiional ideology' 

The United States is the outstanding example Its very existence as 
a sovereign stale is associated with a struggle against a monarchial 
and aruiocraiic England A minonty of loyalists excepted, Americans 

tion should be morally and potiucally Wndmg and It we refine to anrwer “Became 
every man u by nature exactly tike every other man" then we tan only tall bac^ 
upon ihe divine wnruon supplied I7 Chnsuan belief This solution u oinceivably 
implied tfPthe word “created 

**ai-nnflvjiy.ti>.thx» bexade for oj^moni that Ijsue >ntt> 

frantly autocratic regimes But even most of these rose as a matter of history in 
democratic ways and based their rule on Uie approval of the people Caesar was not 
killed by p1ehe ans But the aristoaatic vhgaichs who did kiU him also used 
democratje phrases. 
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had, at the tune of the Grenville administration, probably ceased to 
look upon the English monarch as their king and the English anstoc 
racy as thetr aristocracy In the War of Independerce they fought 
what in fact as well as in their feeling had become a foreign monarch 
and a foreign aristocracy who interfered with their political and eco- 
nomic interests Yet from an early stage of the troubles they presented 
their case which really was a national one, as a case of the ‘people ' 
venus Its rulers, ’ in terms of inalienable Rights of Man and in the 
light of the general prinaples of classical democracy The wording 
of the Declarat'on of Independence and of the Constitution adopted 
these principles A prodigious development followed that absorbed 
and satisfied most people and thereby seemed to verify the doctnne 
embalmed m the sacred documents of the nation 
Opposiuons rarely conquer when the groups in possession are in 
the prime of their power and success In the first half of the nine- 
teenth century, the oppositions that professed the classical creed of 
democracy rose and eventually prevailed against governments some 
of which— especially in Italy— were obviously m a state of decay and 
had become bywords of incompetence brutality and corruption 
Naturally though not quite logically, this redounded to the aedit of 
that creed whi^ moreover showed up to advantage when compared 
with the benighted superstitions sponsored by those governments 
Under these circumstances, democratic revolution meant the advent 
oi freedom and decency, and the democratic creed meant a gospel of 
reason and betterment To be sure, this advantage was bound to be 
lost and the gulf between the doctnne and the practice of democracy 
was bound to be discovered But the glamour of the dawn was slow 
to fade 

Third, it must not be forgotten that there are social patterns in 
which the classical doctnne will actually fit facts with a suffiaent 
degree of approximation As has been pointed out, this is the case 
with many small and primitive societies which as a matter of fact 
served as a prototype to the authors of that doctnne It may be the 
case also with soaecies that are not pnraitive provided they are not 
too differentiated and do not harbor any senous problenis Switzer 
land is the best example There 1$ so little to quarrel about m a ’vorld 
of peasants which^ excepting hotels and banks, contains no great 
capitalist industry, and the problems of public policy are so simple 
pnd so stable that an overwhelming majority can be expected to un 
derstand them and to agree about them But if we can conclude that 
m such cases the classical doctnne approximates reality we have to 
add immediately that it does so not because it describes an effective 
mechanism of political deasion but only because there are no great 
deasions to be made Finally the case of the United States may again 
be invoked in order to show that the classical doctnne sometimes 
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appears to fit facts even m a soatty that is big and highly differentiated 
and in which there arc great issues to decide provided the sung is 
taken out of them by favorable conditions Upul this countrys entry 
into the Firtt World War the public mind waJ” concerned mainly 
with the business of exploiting the economic possibilities of the cn 
vironmeni So Jong as this- business was not sertmrsly interfered with 
nothing mattercil fundamentally to the average cuuen yho looked 
on the antics of pohtiaans with goodnatured contempt Sections 
might get cxnted over the tanff over silver, over local misgovcmment 
or over an occasional squabble with England The people at large 
did not care much except in the one case of serious disagreement 
which in fact produced national disaster the Civil War 
And fourth of course pohtiaans apprenale a phraseology that 
flatters the masses jnd offers an excellent opportunity not only for 
evading responsibihty but also for crushing opponents in the name 
of the people 
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ANOTHER THEORY OF DEMOCRACY 


I COMPETmON FOR POLITICAL LEADERSHIP 

I THiNR that most students ol politics have by now come to accept 
the cntiasms leveled at the classical doctrine of democracy in the 
preceding chapter 1 also think that most of them agree, or will agree 
before long in accepting another theory which is much truer to life 
and at the same time salvages much of what sponsors of the demo- 
cratic method really mean by this term Like the classical theory, it 
may be put into the nutshell of a definition 

It will be remembered that our chief troubles about the classical 
theory centered in the proposition that ' the people hold a definite 
and rational opinion about every individual question and that they 
give effect to this opinion — in a democracy— by choosing ’repre 
sentatives ‘ who will see to it that that opinion is earned out Thus ^ 
the selection of the representatives is made secondary to the primary 
purpose of the democratic arrangement which is to vest the power 
of deciding political issues in the electorate Suppose we revene the 
roles of thue two elements and make the deading of issues by the 
electorate secondary to the election of the men who are to do the 
deciding To put'll differently, we now take the view that the role 
of the people is to produce a government, or else an intermediate 
body which in turn will produce a national executive^ pr govern 
ment And we define the democratic method is that institutional 
arrangement for arriving at political decisions in which individuals 
acquire the power to deade by means of a compelitive struggle for 
the people s vote 

Defense and explanation of this idea m ill speedily show that, as to 
both plausibility of assumptions and tenabihty of propositions it 
greatly improves the theory of the democratic process 
First of all, we are provided with a reasonably effiaent criterion 
by which to distinguish democratic governments from others We have 
la^en that the classical theory, meets with., difficulties. rin..»b.aA,.*cospw 
because both the will and the good of the people may be and in many 
historical instances have been, served just as well or better by govern 

iThe Insincere word executive really points in the-wrong direction It ceases 
however to do so il we use it in the sense in whidi we speak of the executives of 
a business corporation who also do a great deal more than execute’ the will of 
ttockholden 
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ments that cannot be described as democratic according to any ac- 
cepted usage of the term Now we are in a somewhat better position 
partly because wc are resolved to stress a modus procedendi the 
presence or absence of which it is in most cases easy 10 icrify * 

For instance a parltamentarymonarchy like the English one fulfills 
(he requirements of the democratic method because the monarch is 
practically constrained to appoint to cabinet odicc the same people as 
parliament would elect A constitutional monarchy does not qualify 
to be called democratic because electorates and parliaments while 
having all the other rights that electorates and parliaments have m 
parliamentary monarchies lack the power to impose their choice as 
to the governing committee the cabinet ministers are m this case 
servants of the monarch in substance as well as m name and can in 
principle be dismissed as well as appointed by him Such an arrange 
meni may satisfy the people The electorate may reaffirm this fact by 
voting against any proposal for change The monarch may be so 
popular as to be able to defeat any compeiition for the supreme office 
But since no machinery is provided for making this competition effec- 
tive the case does not come within our def nition 

Second the theory embodied m this definition leaves all the room 
we may vtfljh to have for a proper recognition of the vital fact of 
leadership The dasitcal theory did not do this but as we have seen 
attributed to the electorate an altogether unrealistic degree of muia 
tive which practically amounted to ignoring leadership But collec 
tives act almost exclusively by accepting leaderships— this is the domt 
nam mechanism of practically any collecuve action which is more 
than a reflex Propositions about the working and the results of the 
democratic method that take account of this are bound to be infinitely 
more realistic than propositions which do not They will not slop at 
the execution of a vohnld gindroU but will go some way toward 
showing how U emerges or how it is substituted or faked kVhat we 
have termed Manufactured Will is no longer outside the theory an 
aberration for the absence of which we piously pray it enters on the 
ground floor as it should 

Third however so far as there are genuine group-wise volitions at 
all— for instance the will of the unemployed to receive unemploy 
ment benefit or the will of other groups to help — our theory does not 
neglect them On the contrary we are now able to insert them 10 
exactly the role they actually play Sudi volitions do not as a rule 
assert themselves directly Even if strong and definite they remain 
latent often for decades until they are called to life by some political 
.leader -whoxutnsjthem into .political facton This he does or else his 
agents do it for him by organizing these volitions by working them 
up and by including eventually appropriate items m his competuive 
offering The interaction between sectional interests and public opin 

®See 1 x 71 c «r th^ four h DO nt belor 
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ion and the %\*ay in A%htch they produce the pattern v,e call the 
political situation appear from this angle in a net'? and much clearer 
light 

Fourth, our theory is of course no more definite than is the concept 
){ compietttion for leadership This concept presents stmilai^ifficulties 
IS the concept of competition in the economic sphere, s\ath which it 
nay be usefullj compared In economic life competition is ne\er 
»mpletely lacking hut hardly e\er is n perfect-* Similarly, in polit 
ical life there is alls ays some competition though perhaps only a 
potenual one, for the allegiance of the people To simplify matters 
lie have restricted the kind of competition for leadership which is to 
define democracy, to free competition for a'free lote The justification 
for this IS that democracy seems to imply a recognized method by which 
to conduct the competitne struggle, and that the electoral method is 
practically the only one available for communities of any size But 
though this excludes many ways of securing leadership which should 
be excluded,* such as coropetiiion by military insmrecuon it does not 
exclude the cases that are stnkmgly analogous to the economic phe 
nomena we label unfair or fraudulent corapemion or restraint 
o! competiuon And we cannot exclude them because if we did we 
should be left with a completely unrealistic idea! * Between this ideal 
1 case which does not exist and the cases in which all competition with 
the established leader is prevented by force, there u a continuous 
range of variation withm which the democratic method of govern 
ment shades off into the autocratic one by irapiexceptible steps But if 
we wish to undentand and not to philosophize this is as it should be 
The value of our criterion u not seriously impaired thereby 

Fifth our theory seems to clarify the relation that subsists between 
democracy and indivodual freedom If by the latter we mean the ex 
istence of a sphere of individual selfgovemmeni the boundaries of 
which are historically variable — no soaeiy tolerates absolute freedom 
even of consaence and of speech, no soaety reduces that sphere to 
zero — the question clearly becomes a matter of degree ^\’e have seen 
that the democratic method does not necessarily guarantee a greater 
amount of individual freedom than another political method would 
permit in similar circumstances It may well be the other way round, 
But there is still a relation between the two If, on pnnaple at least, 

*In Part II had examples of the problems which arise out of this 

■•Ii also cxdudes aeihods nhith should not be excluded for inscance dhe 
acquis lion of political leadership bv the peoples tacit accep ance of it or by elec 
tiOQ qumt per inspiraiionem The lavter differs Irtmi election by voiing only hr a 
tethnica'ity But the former u not quite wiibout importance cxen in modem 
^hucs the SI -ay held bv a patty boss j II tn hit party is often based on T*othin«» 
but tacit acceptance of his leader^h p Cmnparativels speaking hot ever these are 
deuils vthich may I think be neglected in a sketch like this. 

*A$ in the economic field some rcstnctims arc unphcit in the legal and moral 
pnnaples of the community 
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everyone is free to compete for pdliUca! leadership* by presenting 
himself to the electorate this will sn most cates though not in all 
mean a considerable amount of freedom of discussion for all In par 
ticular It will ncnnally mean a considerable amount of freedom of 
the press This relation between democracy and freedom is Hot abso- 
lutely stringent and can be tampered with But from the standpoint 
of the mtelleciual it is nevertheless very important At the same time,- 
it IS all there is to that relation 

Sixth It should be observed that m making it the primary funaion 
of the electorate to produce a government (directly or through an 
iQiermediaie body) 1 intended to include in this phrase also the func 
lion of evicting it The one nnant simply the acceptance of a leader 
or a p'oup of leaders the ocher means simply the withdrawal of thu 
acceptance This takes care of an element the reader may have missecL 
He may have thought that the electorate controls as well as installs 
But since electorates normally do not control fhcir political leaders 
in any way except by refusing to rcelea them or the parliamentary 
majorities that support them it sceim well to reduce our ideas about 
thu control in the way indicated by our slefinition Occasionally 
spontaneous revulsions occur which ujMet a government or an indi 
vidual minister directly or else enforce a ceriain course of action But 
they are not only exceptional they are as we shall see contrary to^ 
the spirit of the democratic method 

Seventh our theory sheds much needed light on an old controversy 
Whoever accepts the classiat doctrine of demooacy and m come 
quence believes that the demo^tic method u to guarantee that issues 
^ decided and policies framed according to the will of the people 
roust be struck by the fact that even if that will were undeniably real 
and definite decision by simple majorities would in many cases dutort 
It rather than give effect to it Evidently the will of the majority Is 
the will of the majority and not the will of the people The latter 
is a mosaic that the former completely fails to represent To equate 
both by definition » not to solve the problem Attempts at real solu 
tions have howeier been diade by the authors of the various plans for 
Proportional Representation 

These plans have met with adverse cntiasm on practical grounds 
It IS in fact obvious not only that proportional representation will 
offer opportunities foV all sorts of idiosyncrasies to assert theniselv^ 
but also that it may prevent democracy from produang effiaent gos^ 
ernroems and thus prove a danger in times of stress ^ But before con 

* Free that is in tbe tame Miue hi wb di everyone is tree to lUit another 
text le mill 

’The arguoienc against pwportlonaJ leprtsmtat on has been ably icated by 
Pre, easor F A Henseas la “Tlje Trojan House of Democracy “ Sornttflesefeh 
November >938, 
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eluding that democracy becomes unworVable if its prmaple is earned 
out consistently, it is just as v, ell to ask ounehes whether this prin 
ciple really implies proportional representation As a matter of fact 
It does not If acceptance of leadership is the true function of the elec 
torate s tote, the case for proportional representation collapses because 
Its premises are no longer binding The principle of democracy then 
^merely means that the reins of gotemment should be handed to those 
who command more support than do any of the competing indi 
Mduals or teams And this m turn seems to assure the standing of 
the majority system within the logic of the democratic method, al 
though we might suU condemn it on grounds that be outside of that 
logic. 

II The f^RiNapiE Applied 

The theory outlined in the preceding section we are now going to 
try out on some of the more important features of the structure and 
•working of the political engine in democratic countries 

1 In a democracy, as I have said the primary function of the elec 
tor’s vote u to produce got eminent This maj mean the election of a 
complete set of individual ofBcen This practice howeser is m the 
mam a feature of local government and will be neglected henceforth * 
Considering national go\emment only, we may say that producing 
government practically amounts to deciding who the leading man 
shall be* As before, we shall call him I»nTne Minister 
There 11 only one democracy in which the electorate’s vote does this 
directly, V 12 , the United States** In all other cases the electorate’s 
•This ve shall do (or simpliatrs sake only The pheDomenon fits perfectly inio 
OUT sebenu 

•This IS only approximately true. The electors stMe does indeed put into potfer 
a group that id aU normal cases acknowledges an individual leader but there are 
as a*tu1e leaders of second and third rank who carry political guns in their own 
right and whom the leader has no choice but to put into appropriate offices. This 
fact will be recognired presently 

Another point roust be |ept in mind Altbougb there is reason to expect that a 
man who rises to a position c[ supreme command wQl m general be a man of 
considerable personal force, whatever else be may be— to this we shall return later 
on— It does not follow that this will always be the case Thererore the term leader’' 
or "leading man" is not to imply that the indiTiduals thus designated are neces 
sarily endowed waih qualities of leadenbip or that they alw-aj-s do gw e any personal 
lead^ There ate political situations favorable to the nse of men defiaent in leader 
(and other qualities) and unfavorable to the establishment of strong individual 
positions. A pany or a combmatron of parties hence may occasionally be acephalous 
But everyone recogmies that this u a pathologtcal slate and one of the typical 
causes of defeat. 

may. I take it disregard the dectoral college In calling the President of 
the Lnited States a prime minister I vvish to stress the fundamental similanty of 
his position to that of prime niinisten m cither democraaes But 1 do not wish 
to miniimie the differences alihou^ some of them are more formal than real 
The least important of them b that ihe President also fulhlb those lai^y cere- 
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vote does not__directly produce govemtnent but an mtenncdiaie orpn, 
henceforth called parliament,** upon which the government producing 
function devolves It might seem easy to account for the adoption or 
rather the evolution of this arrangement, both on historical grounds 
and on grounds of expediency, and for the various forms it tooV, in 
dilTcrem soaal patterns But it n not a logical construct, it is a natural 
growth the subtle meanings and results of which completely escape 
the ofGcial, let alone legal, doctrines 

How docs a parliament produce government? The most obvious 
method IS to elect it or, more realistically, to elect the prime minister 
and then to vote the list ot znmitten he presents This method is 
rarely used'* Bur it brings om the nature of the procedure better 
than any of the others Moreover, these can all be reduced to it, 
because the man who becomes prune minister is in all normal cases 
the one whom parliament would elect The way in which he is actually 
appointed to office, by a monarch as m England by a President as in 
France or by a special agency or commutce as m the Prussian Free 
State of the Weimar period, is merely a matter of form 

The classical English practice u this After a general election the 
victorious party normally commands a majonty of seats m Parliament 
'and thus is in a position to carry a vote of want of confidence against 
everyone except its own leader who in this negative way is designated 
“by Parliament ' for national leadership He receives his commission ■ 
from the monarch— “kisses hands"— and presents to him his list of 
minisien of which the list of cabinet ministers is a pan In this he 
includes, first, some party veterans who receive what might be called 

tDonial functions of ta^ the French presidents Much more Imporunt Is it that he 
cannot dissolve Congtes^but neither could the French Frirrve Minuter do so On 
the other hand his position Is stronger than that ot the English Friine hfmister 
by virtue of the fact that hu leadership is Independent of his having a majority 
Jn Con^ytss— ot least legally for as a nnicer ^ fact he u checkmated if he has 
none Also he can appoint and dinnm cabinet oScerj (almost) at will The latter 
can hardly be called ninisiers in she En^uh Mnse of the word and are really no 
more chan the word "secneCary conreys in common parlance *Ve might say there- 
fore that in a sense ibe President is not oidy prime minister but sole minister 
unless we find an analogy between the fuiKtimu of an English Cabinet minister 
and the functions of the managers of the administrations forces in Congress 

There is no difficulty about interpreting and explaining these and many other 
pecul ariues in this or any tuber rouniry that uses the democralic method. But in 
order to save space we shall mainly ihUlk trf the English pallem and consider alU 
other cases as more or less important “deviations on the theory that thus far tfiC 
logic of democratic government has worited itself out mewt cwnpletely in the Engluh 
practice though not in lu legal forms 

u It will be recalled that 1 have defined parliament as an organ ot the state 
AlihoiiBh that was done simply lor reasons of formal (legal) logic this definition 
fils In patucularly wcJi with our conceptsoD of the democraue method Membership 
in parliament is hence an office 

t*For example it was adopted in Austria alter the breakdown in 1918 
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complimentary office secondly, the leaders of the second rank, those 
men on whom he counts for the current fighting in Parliament and 
who owe their preferment partly to their positive political value and 
partly to their value as potential nuisances, third, the rising men 
whom he invite to the charmed cirde of office in order to extract 
the brains from below the gangway , and sometimes, fourth, a few 
>inen wtiom he thinks particularly well qualified to fill certain offices 
'But again, in all normal cases this practice will tend to produce the 
same result as election by Parliament would The reader will also 
see that where, as in England, the prime minster has the actual power 
to dissolve ( to go to the country ), the result will to some extent 
approximate the result we should expect from direct election of the 
cabinet by the electorate so long as the latter supports him This 
may be illustrated by a famous instance 
s In 1879 when the Beaconsfield (Disraeli) government after 
almost SIX years of prosperous tenure of power culminating in the 
spectacular success of the Congress of Berlin,** was on all ordinary 
counts entitled to expect a success at the polls, Gladstone suddenly 
roused the country by a series of addresses of unsurpassable force 
(Midlothian campaign) which played up Turkuh atroaties so sue 
cessfully as to place him on the crest of a wave of popular enthusiasm 
/or him personally The official party had nothing to do with it 
^Several of its leaden in fact disapproved Gladstone had resigned the 

**To liment u some people do how luile fitness for office counts in these ar 
Rngetnenti is beside the point where desaipuon ii concerned u is of the essence 
of democntic government that political values should count primarny and fitnes 
only inadentally See below ch zxiii 

I* If as was the case m Prance the-prime minister has no such poKcr parlia 
meniaiy cotenes acquire so much independence that this parallelism between ac 
cepcance of a man by parliament and acceptance of the same man by the electorate 
IS weakened or destroyed. This is the situation in which the parlor game of 
parliamentary politics runs not Ftoio our standpoint this is a deviation from the 
design of the machine Raymond Foincaid was of the same opinion 

Of course such situations also occur m England. For the Pnme Ministers power 
to d ssolve— strictly his poXer to advise" the monarch to dissolie the House of 
Commons— IS inoperative either if bis party s inner circle sets its face against it 
or if there is no chance that elections wiU_ strengthen his hold upon Parliament 
That IS to say he Ti*aj;^be stronger {though possibly still weak) in Parliament than 
he IS in the country Such a state of things tends to develop with some regularity 
after a government has been m power for some yean But under the English system 
^ts deviation from des gn cannot last very long 

do not mean that the temporary settlement of the questions raised by the 
Russo Turk.i«h War and the acquisition of the perfectly useless island of Cyprus 
were m themselves such masterpieces of suresmansfaip But I do mean that from 
the standpoint of domestic pel tio they were just the kind of showy success that 
would normally Ratter the average citizena vanity and svouM greatly enhance the 
governmern s prospects in an atmosphere of jingo patriotism In fact U was the 
general opin on that Disraeli would have won if he had dissolved immediately 
on returning from Berlin. — ' 
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Icadcnhip years before and tackled the country single-handed But 
svhen the liberal party under thtt impetus had won a smashing vie 
lory u svas obvious to everyone that he had to be again accepted as 
the party leader — nay, that he had become the party leader by virtue 
of his national leadership and that there simply was no room for any 
other He came into power in a halo of glory 

Now this instance teaches us a lot about the working of the dema 
critic method To begin with, it must he realued that it is unique onfj 
tn Its dramatic quality, but in nothing else It is the oversized speci 
men of a nottnal genus The cases of both Pitfs, Pec?, Palmerston, 
Disraeli Campbell Bannerman and others differ Irom tt only in degree 

First, as to the Prime Ministers political leadership** Our exam 
pie shows that it is cohiposed of three different elements which must 
not be confused and which in every case mix in different proportions, 
the mixture then determining the nature of every individual Prime 
Ministers rule On the face of it, he comes into office as the leading 

I' It li chamiermie o( the En^iih way ot ilaing ihiags that eOtaal retogniuon 
o( the existence o( the Pnrae Mmmets o0ke wu detemd until 1907 when it was 
alto’i'ed to appear ia the ofiiaal enter of precedence ai couri But (i u *1 old as demo- 
crane sovemmeDi Hoveier since demooaiic g oTonmnu was never intredured by 
a distinct act but slowly evolved as pan ot a conptthensive social procen. it b not 
easy to indicate even an approximate birthday or binh period. There is a long 
stretch that presents etohryonic oks It ti teiuptmg to date the inrtmitton Irosi 
the reign of Willum HI whose poniion so much weaVrr ihan that ot the native 
rulers had been seems to give color to the idea The objeoion to this howme^ 
IS not so much that England was no "deraocsacy'’ then— the reader will recall that 
I e do net define democracy by the eaient ot the franehise>-ei that on the one 
hand the embryonic cate ot Danby had occurred under CSiarles 11 and that on 
the oihet hand William III never teconefled himteU 10 the arrangeiDent and kept 
certain matters surcssfuily in his own handx tVe must not of course confuse 
prime minisierj wiih mere adtisera. however powrrtui wiib their sovereijn and 
however firmly entrenched in the very center ©I the public power plant they may 
be—vuch men as Richelieu ktaarm or Strafford tor instance. Codolphin and 
Harley under Queen Anne were cteaily ttansiUonat a$es The first, mao to 
1 * universally recognired ai the time and hy political historuns was Sir Robert 
VValpole But he as well at the Duke ot Newcaslie (or hu biolher Henry Pelham 
or both jointly) and in fact all the leading men down to Lord Shelburne (including 
the elder Pict who even as foreign secreury came very near to fulfilfmg our re- 
quirements in substance) lack one or aRotber of the c^ranerlsucs The first full 
tleilsed specimen was ihe younger Put 

n IS interesting to note that what hts own time recognized in the case of Sir 
Robert Walpole (and later in that of Lord Carteret fEarl of CranvilJeJ) was not 
that here was an organ essential to democntic government that was breaki^ 
throush atrophic tissues On the contrary public opinion felt it to be a jr^ 

\ Clous cancer the growth of which was a menace to the national welfare and to 
dcroptrafy— sole minuier or first srunmer" was a term ot opprobnura hurled 
at VValpole by his enemies This tact w signifieant It not only indicates the resist 
ance new .institutions usual)v.meci snth It also Indicates that this institution was 
felt to be incompatible wrich che classic doctmie of democracy which in fact bar no 
place for political leadership in our sense hence no place for the realiua of the 
poi non of a prime minister , 
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man oC h\s patty tn ParUameat As soon as installed however, he 
becomes in a sense the leader of Parliament, directly of the house of 
which he is a member, indirectly also of the other This is more than 
an official euphemism, more also than is implied in his hold upon his 
own party He acquires influence on or exates the antipathy of, the 
other parties and individual members of the other parties as nell, and 
tins makes a lot of difference m hu chances of success In the limiting 
case, best exemplified by the practice of Sir Robert Peel, he may 
coerce his own party by means of another Finally, though in all nor 
mal cases he will also be the head of his party m the country, the 
well developed specimen of the prime ministerial genus svill have a 
posiuon in the country distina from what he automatically acquires 
by heading the party organuation He will lead party opinion crea 
mely — shape it — and eventually rise toward a formative leadership 
of public opimon beyond the lines of party, toward national leader 
ship that may to some extent become independent of mere party 
opimon It is needless to say how very penonal such an achietement 
IS and how great the importance of such a foothold outside of both 
party and Parliament It puts a whip into the hand of the leader the 
crack of which may bring unwilling and conspiring followers to heel 
though Its thong will sharply hit the hand that uses it unsuccessfully 
This suggests an important qualification to our proposition that 
,in a parliamentary system the function of producing a government 
devolves upon parliament Parliament does normally decide who will 
be Prime Minuter, but in doing so it is not completely free It dcades 
by acceptance rather than by initiame Excepting pathological cases 
like the French chambre, the wishes of members are-not as a rule the 
ultimate ^ta of the process from which government emerges Mem 
bexs are not only handcuffed by party obligations They also are 
driven by the man whom they ‘elect — driven to the act of the elec 
lion itself exactly as they are driven by him once they have ‘ elected 
him Every horse is of course free to kick over the traces and it does 
not always run up to its bit But revolt or passive resistance against 
the leader s lead only shows up the normal relation And this normal 
relation is of the essence of the democratic method Gladstone's per 
sonal victory in 1880 is the answer to the official theory that Parlia 
ment creates and cashiers government ” 

Gladstone himself upheld that Iheory strongly In 1874 when defeated at the 
he still argued for meeting rarliament because it was up to Parliament to 
f’juS the sentence of dismissal This of course means nothing at all In the same 
way he studiously professed unbounded deference to the croun One b ographer 
after another has marveled at this oourdy attitude of the great deiB<icTatic°leader 
But surely Queen Victoria showed better discernment than did those biographers if 
we may judge from the strong dslte which she displayed for Gladstone from 
18-g on and which the b ograpbers attnbute simply to the baleful influence of 
Disraeli U it really necessary to pomt out that professions of deference may mean 
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5 Next, as to the nature and role of ihe cabinet •* It is a curiously 
double faced thing the joint product of Parliament and Prime Min 
ister The latter designates its metnbers for appointment, as ne have 
seen and the former accepts but also influences hu choice Looked at 
from the party s standpoint it is an assemblage of subleaders more or 
less reflecung its own structure Looked at from the Pnroe Ministers 
standpoint it is an assemblage not only of comrades in aims but of 
party men who have their own interests and prospects to consider — ‘ 
a miniature Parliament For the combination to come about and to 
work It IS necessary for prospective cabinet ministers to make up their 
minds — not necessarily from enthusiastic love— to serve under Mr X 
and for Mr X to shape his program so that his colleagues in the 
cabinet will not too often feel like reconsidering their position ' as 
of&cial phraseology has it or like going on a sitdown strike Thus 
the cabinet — and the same applies to the wider ministry that com 
prises also the political officers not m the cabinet — has a distinct 
function in the democratic process as against Prime Minister, party. 
Parliament and electorate This function of intermediate leadenhip 
1$ associated with but by no means based upon the current business 
transacted by the individual cabinet plEcen m the several departments 
to which they are appointed in order to keep the leading groups 
hands on the bureaucratic engine And it has only a distant relation, 
if any with seeing to it that the will of the people is carried out in 
each of them Preosely in the best instance; the people are presented 
with results they never thought of and would not have approved of 
in advance 

4 Again, as to Parliament I bave both defined what seems to me 
to be its primary function and tjualified that definition Sut it might 
be objected that my definition fails to do justice to its other functions. 
Parliament obviously does a lot of other things besides setting up 
and pulling down governments It legulates And it even administers 
For although every act of a parliament, except resolutions and declara 

two different chingi? The nun wfio tread hu wife with efaborate courtlmest u not 
as a rule ibe one 10 gccept comradeship beiween the sexes on terms ot equabty 
M a matter of faa the courtly act Ride is pretuely a method to evade this 

KSiiU more than the evolution of the prune miQuter’i office that of the cahmet 
IS blurred by the faisionat continufty that coven changes in (he nature of an 
instituucin To this day the Inghsh ob net u legally the operative part of the 
Pnvy Counol which of course was an insinnoent of government in decidedly pre 
democratic tunes But below th s surtace an entirely different organ has evolve^ 
As soon as we realire thu we find the task of daiing ill emergence someuhai 
than we found the analogous task hi ihe case of the prime minister Though em 
hryonic cabinets exmed m the time of Chaclea 11 (the "eabal" mmiitry was one 
and the committee of four that was formed la connect on with Temples expen 
ment was another) the IVhig “junto under WiUMai III is a fair cand ^le lor first 
place From the reign of Anne on ootf minor poinu of membersb p or functioamg 
remain to disagree on 
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tions ol policy, makes ‘ law ’ m a fonnal sense, there are many acts 
which must be considered as administrative measures The budget is 
the most important instance To make it is an administrative func 
tion Yet in this country it is drawn up by Congress Even where it is 
drawn up by the minister of finance with the approval of the cabinet, 
as It is in England, Parliament has to vote on it and by ibis vote it 
becomes an act of Parliament Docs not ihu refute our theory? 

When two armies operate against each other, their individual moves 
are always centered upon particular objects that are determined by 
their strategical or tactical situations “Acy may contend for a par 
ticular stretch of country or for a particular hill But the desirability 
of conquenng that stretch or hill must be derived from the strategical 
or tactical purpose, which is to beat the enemy It would be obviously 
absurd to attempt to derive it from any extra military properties the 
stretch or hill may have Similarly, the first and foremost aim of each 
poliucal party is to prevail over the others in order to get into power 
or to stay in it Like the conquest of the stretch of country or the 
hill, the decision of the political issues is, from the standpoint of the 
pohtiaan, not the end but only the material of parliamentary activity 
Since politicians fire off words instead of bullets and since those wor^ 
are unavoidably supplied by the issues under debate, this may not 
always be as clear as it is in the mihtary case But Tictory over the 
opponent is nevertheless the essence of both games 

Fundamentally then, the current produaion of parliamentary deci 
sions on national questions is the very method by which Parliament 
keeps or refuses to keep a government in power or by which Parlia 
ment accepts or refuses to accept the Pnrae Ministers leadership 20 
With the exceptions to be noticed presently, every vote is a vote of 
confidence or want ol confidence, and the votes that are technically 
so called merely bung out in abstracto the essential element that is 
“Sometunej politiaans do emerge from phraseological ttusi*. To cite an ex 
ample to svhicb no objection can be nised on the score of fiivolity no lesser poll 
ucian than Sir Ttobert Peel charactenied the nature ot his craft when he said afiet_ 
his parlianjeniary victory uver the Whig government on the issue of the latter a 
policy in Jamaica “Jamaica was a good hone to start The reader should ponder 
over this 


*0 Thu o£ coune applies to Che pre Vichy French and pre Fascist luhan practice 
just as much as to the English practice It may however Jje tailed jn question in 
the case of the United States where defeat of the administration on a major issue 
does not entail resignation of the Presideni But this is merely due to the fact that 
Constitution which embodies a different political theory did not permit parlia 
mentary practice to develop according to lU log^ In actual fart this logic did 
not enutely (ail to assert itself DeteaU on major issues though they cannot dis 
place the President will in general so weaken his prestige as to oust him from a 
position of leadership For the time being this creates an abnormal situation But 
wbcAet he wins or loses the subsequent presidential election the conflict is then 
Kttled in a way that does not fundamentally differ from the way in which an 
English Pnme Minister deals with a similar umauon when he dissolves Parliament 
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common to all. Of thu wc can satisfy ourseWes by'oWerving that die 
initiative in bringing up maitets for parliamentary decision as a rule 
lies With the government or else *wth the opposition's shadow cabinet 
and not with private members. 

It IS the Prime Minister who selects from the incessant stream of 
current problems those which he i* going to maVe parliamentary 
issues, that is to say, those on which his government proposes to intro- 
duce bills or, if he is not sure of his ground, at least resolutions; Of 
course eteiy government receives from its predecessor a legacy of 
open questions which it may be unable to shelve; others are uben 
up as a matter of routine poI>tics;'it is only in the case of the most 
brilliant achievement that a Prime Minister is in a position to impose 
measures about a political issue which he has created himself. In any 
case however the government's choice or lead, whether free or not, is 
the factor that dominates parlbineniary activity. If a 'bill h brought 
in by the opposition, this means that it is offering battle: such a move 
1$ an attack which the government must either thwart by purloining' 
the issue or else defeat. If a major bill that is not on the governmental 
menu is brought in by a group of the governmental party, this spells 
resole and ft is from this angle and not from the extra (actiof merits 
of the case that it is looked upon by the ministers. This even extends 
to the raising of a debate. Unless suggested or sanctioned by the gov- 
ernment. these are symptoms of the government forces' .getting out of’ 
hand. Finally, if a measure is carriM by inter-party agreement,. this 
means a drawn battle or a battle avoided on surate^'cal grounds 

5. The exceptions to this principle of govcmmenial leadership in 
"representative" assemblies only serve to show how realistic it is. They 
are of two kinds. 

First, no leadenhip is absolute. Political leadership exerted accord- 
ing to the democratic method is even less so than are others because 
of that competitive element which is of the essence of democracy. 
Since theoretically every follower has the right of displacing his leader 
and since there are nearly always some followers who have a real 

»'Anoiher highly ngnJfiani piece of ^ncluh technique may be mentioned In 
this connection A ma;or Mil u or ms owellr not proceed niih if the majoniy 
for It fell 10 a very low figure on the second reading This practice first of all 
recognized an important limitation of the majority principle as actually applied fn 
well managed demoaaaes 11 would not be correct to say that in a democracy the 
minoniy u always compelled to surrender But there is a second point. While the. 
nnnonty « not always compelled, to ysrid 10 the majority on the particular 
under debate, it is practically always— ihere were eaceptions even to this— com- 
pelled^ yield to it on the question whether the cabinet it to stay in power^^Such 
a vote on the second reading of a major ^mrament measure may be said to com 
"oine a vote <fi cotfitbencB ‘wrfii w •cure tor ^ nd wr ti g •> VWi 'A 'hit TOrfCCT/cs vA ■Att •yW- 
were all that mattered there viouW hardly be any sense in voting for it if it is 
not to maVe the siaiuie book But if ^tlument u primarily concerned with 
keeping the cabinet in oflice. then such tacltcs become at once understandable 
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chance of doing so, the private member and— if he feels that he could 
do with a bigger hat — the mimster vithm and without the inner 
arcle. steen a middle course between an uncondmonal allegiance to 
the leader’s standard and an unconditional raising of a standard of 
his own balanang risks and chances with a nicety that is sometimes 
truly admirable *2 The leader m turn responds by steering a middle 
course between insisting on discipline and allowing himself to be 
thwarted He tempers pressure with more or less judicious concessions, 
frowns with compliments, punishments with benefits This game re- 
sults. according to the relative strength of individuals and their posi 
tions in a very variable but m most cases considerable amount of 
freedom In particular, groups that are strong enough to make their 
resentment felt yet not strong enough to make it profitable to include 
their protagonists and their programs in the governmental arrange- 
ment will in general be allowed to have their way in minor questions 
or, at any rate, in questions which the Prime Minister can be induced 
to consider as of minor or only sectional importance Thus groups 
of followers or even individual members may occasionally have the 
opporiumty of carrying bills of their own and still more indulgence 
will of course be extended to mere cntiasm or to failure to vote 
mechanically for every government measure But we need only look 
at this in a practical spirit in order to realize, from the limits that 
are set to the use of this freedom, that it embodies not the pnnciple 
of the working of a parliament but deviations from it 

Second, there are cases m whidi the political engine fails to absorb 
certain issues cither because the high commands of the govemmen* s 
and the opposition's forces do not appreciate their political values or 
because these values are in faa doubtful ** Such issues may then be 
taken up by outsiden who prefer making an independent bid for 
power to serving in the ranks of one of the existing parties This of 
course is perfectly normal politics But there is another possibility A 
man may feel so strongly about 3 particular question that he may 
enter the political arena merely in order to have it solved in his way 
and without harboring any wish to stm m on a normal political 

“One ot the most msciucuve nzmples by vAjch ihe above can be illustrated 
« afforded by the coune taken by Joseph Chamberlain with respect to the Ituh 
question m the 18801 He finally outmaneuvered Gladstone but he started the 
tampaign -white cffioally an ardent adherent And the case is excepuonal only in 
the force and bnlliance of the man As eTcq- political captain knows only m«di 
Verities can be aSunted on for loyalty Tliat is why some of the greatest of those 
capuins Disraeli for instance surrounded themselves by thoroughly second rate 

« An issue that has never been tried out is the typical instance of the first class 
The typical reasons why a government and the shadow cabinet of the opposition 
may tacitly agree to leave an issue alone m spKe of their realizing its potentialities 
arc technical difficulty of handling it and the fear that it will ause sectional 
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career This however is so unusual ihai ii is diOicuU to find instances 
ol first rank importance of « Perhaps Richard Cobden was one It is 
true that instances of second rank importance arc more frequent 
esjwaal!)’ instances of the miiader type But nobodj' will hold that 
they are anything but deviations from standard practice 
tVe may sum up as follows In observing human societies we do 
not as a rule find it difficult to specify at least in a tough common 
sense manner the various ends that the soaeties under study stru^Ie 
to attain These ends may be said lo piovide the rationale or meaning 
of corresponding individual activities But it does not follow that 
the soaal meaning of a type of activity will necessarily provide the 
motne power hence the explanation of the latter If it does not a 
theory that contents itself with an analysis of the social end or need to 
be served annot be accepted as an adequate account of the activities 
that serve it For instance the reason why there is such a thing as eco- 
nomic activity IS of course that people want to eat to clothe them 
selves and so on To provide the means to satisfy those wants is the 
social end or meaning of production Nevertheless we all agree that 
this proposition would make a roost unrealistic starting point for a 
theory of economic activiiy in commercial society and that we shall 
do much better if we scan from propositions about profits Similarly 
the social meaning or function of parhamenury activity u no doubt 
to turn out legislation and m part administrative measures But in 
order to understand how democratic politics serve this social end we 
must start from the competitive struggle for power and office and 
realize tliat the social function u fulfilled as it were madentally— 
in the same sense as production is incidental to the making of profits 
/ 6 Finally as to the role of the electorate only one additional point 
need be mentioned We have seen that the wishes of the members of 
a parliament are not the ultimate data of the process that produces 
government A similar statement must be made concerning the elec 
torate Its choice — ideologically glonlied into the Call from the Peo- 
ple — docs not flow from its sniUative but is being shaped and the 
shaping of it is an essential pan of the dnnocratic process Voters do 
not decide issues But neither do they pick their memb rs of parlia 
merit from the eligible population with a perfectly open mmd In 
all normal cases the initiative lies with the candidate who makes a 
bid for the office of member of parliament and such local leadenhip 
as that may imply Voters confine themselves to accepting this bid ui> 
preference to others or refusing to accept it Even most of those ex 
ceptional cases in whicn a man is genuinely drafted by the electors 
come into the same category lor either of two reasons naturally a 
man need not bid for leader^ip if he has acquired leadership already 
or It may happen that a local leader who can control or influence 
the vote but is unable or unwilling to compete for election yimseli 
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designates another man who then may seem to have been sought out 
by the voters acting on their own initiative 
But even as much of electoral initiative as acceptance of one of the 
competing candidates would m itself imply is further restricted by 
the existence of parties A party is not, as classical doctrine (or Ed 
mund Burke) would have os believe, a group of men who intend to 
promote public welfare “upon some principle on which they are all 
agreed ’ This rationaluation is so dangerous because it is so tempt 
ing For all parties will of course, at any given time, provide them 
selves with a stock, of pnnaples or planks and these principles or 
planks may be as characteristic of the party that adopts them and as 
important for its success as the brands of goods a department store 
sells are characteristic of it and imporiant for its success But the 
department store cannot be defined in terms of its brands and a party 
cannot be dehned in terms of its principles A party is a group whose 
members propose to act in concert in the competitive struggle lor 
political power If that were not so it would be impossible for different 
parties to adopt exactly or almost exactly the same program Yet this 
happens as everyone knows Party and machine politicians are simply 
the response to the fact that the electoral mass is incapable of action 
other than a stampede, and they constitute an attempt to regulate 
political competition exactly similar to the conesponding practices oE 
a trade association The psycho-technics of party management and 
party advertising, slogans and mardiing tunes, are not accessories 
They are of the essence of politics So is the political boss 
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THE INFERENCE 


I Sosfz IvPUCtnoNs OF Tire P^fceoivc AffAirsis 

T he theory oI competitive leadenhip hai proved a satiifactory 
interpretation of the facu oJ the democratic process So we shall 
natura]]]’ use it in our attempt to unravel the relation between de 
mocracy and a socialist order of Uiings As has been stated before, 
socialists claim not only compatibility they claim that democracy 
implies socialism and that there cannot be true democracy except 
in socialism On the other hand the reader cannot but be familiar 
with at least some of the numerous pamphlets that have been pub 
lished in this country during the last few years m order to prove that 
a planned economy, let atone full Dedged socialism is completely 
incompatible with democracy Both standpoints are of coune easy to 
understand from the psychotogical bacligiound of the contest and 
from the natural wuh of both parties to it to secure the support of a 
people the great majority of whom fervently believes in democracy 
But suppose we ask' where lies the truth? 

Our analysis in this and preceding parts of this book readily yields 
an answer Between socahsm as we defined it and demoaacy as we 
defined it there ts no necessary relation the one can exist without 
the other At the same time there m no incompatibility m appro- 
pTiate stales of the soaal emuonment the socialist engine can be run 
on democratjc pnnaples 

But observe that these simple statements depend upon our view 
about what soaalism and democracy are Therefore they mean not 
only less than, but also something different f^m what either party 
to the contest has in mind For this reason and also because behind 
the question of mere compatibility there inevitably arues the further 
question whether the democraijc ineihod w3l work more or less 
effectively in a soualist as compared with a capitalist regime we 
have still a lot of explaining to do In particular we must try to 
formulate the conditions under which the democratic method can be 
expected to give satisfaction This will be done in the second section' 
of this ^apter Now we shall look- at some of the implications of 
our analysis of the democratic process - 

not mean and cannot mean that the people actually rule in any 
obvious sense of the terms ‘ people and rule Democracy means 

^4 
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only that the people have the opportunity ol accepting or refusing 
the men who are to rule them But since they might decide this also 
in entirely undemocratic mys, we have had to narrow our definition 
by adding a further aitenon identifying the democratic method, viz , 
free competition among would be leaders for the vote of the elector 
ate Now one aspect of this may be expressed by saying that de 
I mocracy is the rule of the pohtiaan. It is of the utmost importance 
to realue clearly what this implies 
Many exponents of democratic doctrine have striven hard to 
divest political activity of any professional connotation They have 
held strongly, sometimes passionately, that politics ought not to be a 
profession and that democracy degenerates whenever it becomes one 
But this IS just ideology It is true that, say, businessmen or lawyers 
may be elected to serve in parliament and even taken office occa 
sionally and still remain pnraarily businessmen and lawyers It is 
also true that many who become primarily politicians continue to 
rely on other activities for their livelihood.* But normally, personal 
success in politics, more than occasional rise to cabinet office tn par 
Ucular, will imply concentration of the professional kind and relegate 
a man s other activiues to the rank of sidelines or necessary chores 
If we wish to face facts squarely, we must lecognue that, m modem 
I democraaes of any type other than the Swiss politics will unavoid 
< ably be a career This m'tum spells recognition of a distinct profes 
sional interest in the individual politician and of a distinct group 
interest m the political profession as such It 1$ Msential to insert this 
factor into our theory ^^any a nddle is solvea as soon as we take 
account of Ip* Among other things we immediately cease to wonder 
why It is that polmaans so often fail to serve the interest of their 
class or of the. groups with which they are personally connected Po- 
htically 'Speaking, the man is still in the nursery who has not ab- 
sorbed, so as never to foiget, the saying atlnbuted to one of the most 
successful poliiiciaiis that ever lived ‘ What businessmen do not un 
derstand is that exactly as they are dealing in oil so I am dealing in 
votes ® 


»Illustratioiis atwund of course A particularly jiutnicuve class are the lawyers 
in the Trench chambre and sinat Some of the outstanding pohuca! leaders. were 
also great irooeats think, for instance ol Watdeck Rousseau and of Pomcari But 
as a rule (and if we choose to neglect the cases m which lawyers firms wall rmrac 
^^ously run by themselves if one of their partners u a leading polmaan and 
' enjoys frequent ipells of political office^ suons at the bat and. vitosz. w. fxif/jAS, 
• do not go together 


should be noticed bow this argument links up with our analysis of the post 
lion and bdiavior ol the intelleauals m eft mi Secuon II ~ 

•Such a view is sometimes disapproved ot as fnvolous or cynical I think on 
ftw rontrary that it is fnvolous or cynical to render lip service to slogans tor 
whioi m private one has nothing but an augurs smile But it is just as well to 
point out that the view in question 0 not so derogatory to the pohucian as it 


a86 Socialism and Democracy 

Let us note that there is no reason to beHevc that thu vnli be 
^cither better or worse in a socialist organuation of society The 
doctor or engineer who naearu to fill the cup of his ambitions by 
means of success as a doctor or engineer wiU still be a distinct type 
of man and have a distinct pattern of interests, the doctor or engineer 
who means to work or reform the uutuutions of his country will still 
be another type and have another pattern of interests 

Second, students of political organization have always felt doubts 
concerning the administrative efficiency of democracy in large and 
complex societies In particular ft has been urged that, as compared 
with other arrangements, the efficiency of demoaaiic government is 
inevitably impai^ because of the tremendous loss of energy which 
the incessant battle in parliament and outside of it imposes upon the 
leading men It is further impaired, for the same reason, by the ne- 
cessity of bending policies to the exigencies of political warfare 
Neither proposition is open to doubt Both are but corollaries to our 
presious statement that the democratic method produces legislation 
8nd administration as byproduco of the struggle for political office 

Visuatue, for instance, the situation of a Prime Minister Where 
governments are as unstable as they have been m France from 1871 
to the breakdown in 1910. his attention must be almost monopolized 
by a task that is like trying to build a pyramid from billiard balls 
Only men of quite unusual force under such conditions can have had 
any energy to spare for current adminisuaiive work on bills and so 
on, and only such exceptional men can have acquired any authority 
with their civil service subordinates who like everybody else knew 
that their chief would be out before long Of course this is rot any- 
thing like as bad in the English case Unstable governmenta] com 
binaiions are exceptions, and normally a government can count on a 
life of about five or six years Mmisteis can settle down in their 
offices and are not so easy to unhone in Pazliamcnt But this does not 
mean that they are exempt from fighting There always is a current 
contest and if governments are not constantly on trial for their lives 
It is only because they are as a rule able to smother current attacks 
this side of the danger point The Prime Minister has to watch his 
opponents all the tune, to lead his own flock incessantly, to be ready 
to step into breach^ that might open at any moment to keep his 
hand on the measures under debate, to control his cabinet — alt ^ 
which amounts to saying that when Parliament is in session, he w 
might teem It don not exclude ideals or a sense ol duty TTie analogy vnlh the 
bus nessman sviU again help to make this dear As I have said in another place no 
economist who.knowsjtjvthiijg.abotti.tliB-teaUUes jaf Juisines«J)t».wi]' 
moment that sense of dmy and ideals about service apd eSiaency piay no role in 
shaping bujinesimen ( behavior Yei the same econoimsi 11 svichin hii nghc* if he 
hales ha escplaRatioa of thai behavior on a schema that tests on the profit motive 
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lucky if he has a couple of hours m the morning left for thinking 
thin^ over and for real work Individual miscarriages and defeats 
of a government as a vhole are not infrequently due to physical ex 
haustion of the leading man or men * How could he, so it might well 
be asked, undertake to lead and'supervise an administrative organism 
that is to embrace all the problems of economic fife? 

But this wastage of governmental energy is not all The incessant 
competitive struggle to get into office or to stay in it imparts to every 
consideration of policies and measures the bias so admirably expressed 
by the phrase about “dealing in votes *’ The fact that in a democracy 
government must attend primarily to the political values of a policy 
or a bill or an administratiie act — that is to say, the very fact that 
enforces the democratic principle of the government’s dependence 
upon the voting of pailiamcni and of the electorate — ts likely to dis- 
tort all the pro s and con s In particular, it forces upon the men at 
or near the helm 3 short run view and makes it extremely difficult 
for them to serve such long run interests of the nation as may require 
consistent work for far-off ends, foreign policy, for instance, is m 
danger of degenerating into domesuc politics And it makes it no less 
difficult to dose measures rationally The dosing that a government 
decides on with an eye to its political chances is not necessarily the 
one that will produce the resulu most satisfactory to the nation 
Thus the pnme minister in a demoaacy might be likened to a 
horseman who is so fully engrossed in trying to keep in the saddle 
that he cannot plan his ride, or to a general so fully occupied with 
making sure that his army will accept his orders that he must leave 
strategy to take care of itself And this remains true (and must, in the 
case of some countries such as France and Italy, be ^nkly recognized 
as one of the sources from which anti-democratic feeling has spread) 
in spite of the facts that may be invoked in extenuation 
There is, to begin with, the fact that the instances in which those 
consequences show to an extent that may be felt to be unbearable 
can often be explained on the ground that the social pattern is not 
up to the task of working democratic institutions As the examples of 
France and Italy show, this may happen m countries that are much 
more civilized than some which do sucaed in that task But neverthe 
*To give a portentous example no student of the ongins of the World War 
igiS «n fail to be sirucb by the passivity of the English government from 
St murder of the Archduke to the dedaraiions of war Not that no efforts were 
made to avoid the conBagration But they were singularly ineffective and fell far 
short of what could have been done It is of course possible to explain this on the 
theory that the Asquith government did om really wuh to avoid the war But if 
this theory be considered Unsatisfactory as I Uuak it should he then we ate driven 
back upon another it is just possible that the gentlemen on the treasury bench 
ww so absorbed in their political game that they did not wake up to the dangers 
of the international situation until it was too fate 
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less the weight of the cruicism ts dicrcby reduced to ijie statement 
that the satisfactory working o! the demoCTatjc method « contingent 
upon fulfillment of certain conditions— a subject that will be taken 
up presently ^ 

Then there is the question of the alternatne These weaknesses 
are obviously not absent in non-demoaatic patterns Paving ones 
way to a leading position say, at a court, may absorb quite as much 
energy and distort ones views about issues gSitc as much as does 
the demoaatic struggle though that waste or distortion does not stand 
out so publicly This amounts to saying that attempts at comparauve 
appraisal of engines of government will have to take account of 
many other factors besides the institutional pnnaples involved 

Moreover some o! us will reply to the critic that a lower level of 
governmental cffiacncy may be exactly what we want We certainly 
do not want to be the objects of dictatorial elfiaency. mere material 
for deep games Such a thing as the Cosplan may at present be tm 
possible in the United States But does not this prove preasely that, 
just like the Russian Gosplan, its hypothetical analogue m this coun 
try would violate the spirit as well as the orptme structure of the 
commonwealth? 

Finally something can be done to reduce the pressure on the lead 
tng men by appropriate institutional devices The American arrange 
ment for instance shows up to advantage on this point The American < 
prime minister must no doubt keep bis eye on his political chess 
board But he need not feel responsible for every individual mtffs 
ure And, not sitting m Congress, he u at least exempt from the physi 
cal strain this would involve He has all the opportunity he wants 
to nurse* his strength 

Third our analysts in the preceding chapter brings into bold relief 
the problem of the quality of the men the democratic method selects 
for positions of leadership The well known argument about this 
hardly needs recalling the democratic method creates professional 
politicians whom it then turns irtto amateur administrators and 
• statesmen Themselves lacking all the acquuemenis necessary for 
dealing with the tasks that confront them they appoint Lord Macau 
lay s judges without law and diplomausu without French " ruining 
the avi! service and discouraging all the best elements in it, tVorse 
still, there is another point, distinct from any question of specialu^ 
competence and experience the quahucs of intellect and character 
that make a good candidate are not necessarily those that make a 
good administrator and selection by means of success at the palls 
may work against the people who would be successes at the head of 
affairs And even if the produen of dtts selection prove successes in 
office these successes may well failures for the nation The poll 
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tician who is a good tactiaan can successfully survive any number 
of admmuttauve miscamages 

Recognition of the elements of truth in all this should again be 
tempered by the recognition of the extenuating facts In particular, 
the case for demoCTacy stands to gain from a consideration of the 
altetnauves no system of selection whateser the social sphere— with 
"^ihe possible excepuon of competitive capitalism— tests exclusively the 
ability to perform and selects m the way a stable selects its Derby 
crack Though to varying degrees, all systems put premiums on other 
qualities as- well qualiues that are often inimical to performance 
But we may perhaps go further than this It is not quite true that 
in the average case poliucal success proves nothing for a man or thaf 
the pohtiaan is nothing but an amateur There is one very importai^t 
ttiing that he knows professionally, via the handling of men And, 
as a broad rule at least the hbility to win a position of political 
leadership w 11 be associated with a certain amount of personal force 
and also of other aptitudes that will come in usefully m a prime 
mmisters workshop There are after all many rocks in the stream 
that carries politicians to national office which are not entirely inef 
fective in barring the progress of the moron or the windbag 
That in such matters genera! argument one way or another does 
not lead to a dehnite result u only what we should expect It is much 
C^more curious and significant that factual evidence is not at hrst 
sight at least any more conclusive Nothing is easier than to compile 
an impressive list of failures of the demoaatic method especially if 
we indude not only cases in which there was actual breakdown or 
national discomfiture but also those in which though the nation 
led a healthy and prosperous life the performance in the political 
sector was clearly substandard relative to the performance in others 
But It IS just as easy to marshal hardly less impressive evidence m 
favor of Ihe politiaan To cite one outstanding illustration It is true 
that m antiquity war was not so technical an affair as it has become 
of late Yet one would think that the ability to make a success at it 
had even then very little to do with the ability to get oneself elected 
to political office All the Roman generals o! the republican era 
however were polmcians and all of them got their commands directly 
through the elective offices they held or had previously held Some 
of the worst disasters were due to this But on the whole these poU 
J cian-soldiers did remarkably well 
’Wny IS ■fnai so> Tnere can ’oe oriiy one answer to fnis question 

II CONomONS FOR THE SUCCESS OF THE DEMOCRATIC METHOD 
If a physiast observes that the same mechanism works differently 
at different times and in different places he concludes that its func 
tioning depends upon conditions extraneous to it We cannot but 
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arrne at the same conclusion And it is'as easy to see what these con 
djiiom are as tl v-as to see vhat the conditions were under \khich 
the classical docmne of democraqt might be expected to fit reality 
to an acceptable degree 

This conclusion definitely commits us to that strictly relativist 
Slew (hat has been indicat^ all along Exactly as there is no case 
for or against socialism at all times and in all places, so there is no 
absolutely general case /or or against the democratic method. And 
exactly as uith soaalism, this males it difficult to argue by means 
of a cetens panbus clause, for 'other things' cannot be equal as 
betvteen situations in which demooacy u a workable, or the only 
workable, arrangement and situations in which it is not Democracy 
thrives in social patterns that display certain characteristics and it 
might well be doubted whether there is any sense in asking how it 
would fare in others that lack those charactenstics--or howr the pco- 
'ple in those other patterns would fare with it. The conditions which 
I hold must be fulfilled for the democnfiic ifiethod to be a success* — 
in societies in which it is possible for it (o work at all — I shall groil^ 
under four headings, and I shall confine myself to the great indus 
trial nations of the modem type 

The first condition is that the human material of politics— the 
people who man the party roichines. are elected to serve in parlia 
xnent, rise to cabinet office— should be of suffiuently high quality , 
This means more than that individuals of adequate ability and moral 
character must exist in suffiaent numbers As has been pointed out 
before, the democratic method selecu not simply from the popula 
tion but only from those eleroenu of the population that are avail 
able for the political vocation or, more precisely, that offer them 
selves for election All methcxfs of selection do' this of course All of 
them therefore may, according to the degree to which a given voca 
tion attracts talent and character, produce in it a level of perform 
ance that is above or below the national average But the competitive 
struggle for responsible office u. on the one hand, wasteful of per 
sonnel and energy On the other band, the democratic process may 
easily create conditions in the political sector that, once established, 
will repel most of the men who can make a success at anything else 
For both these reasons, adequacy of material is paruculaily important 
for the success of democrauc government. It is not true that in a de- 
mocracy people alivays have the kind and quality of gosernmwj^ 
they want or merit 

There may be many ways in whidi polttiaans of sufficiently good 

' By "succns" I mean no more than that the dci o o tra tic process reproduce itself 
steadily without creanci^ situalions that enforte resort 10 non-deiDOcraUc methods 
and that it cope with current problems in a way which all interests that count 
politically find acceptable in the long mn I do not mean that every observer, from 
his ow-n individual standpoint, need a p p m ve ol the results. 
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quality can be secured. Thus far htmever, experience seems to sug 
gest that the only effecu\-e guarantee is m the existence of a soaal 
stratum, itself a product of a severely selecu^-e process, that takes to 
poliucs as a matter of course. If suA a stratum be neither too ex 
elusive nor too easily accessible for the outsider and if it be strong 
enough to assimQaie most of the elements tt currently absorbs, it 
not only tvfll present for the political cireer products of stocks that 
have successfully passed many tests in other fields— served, as it were, 
an apprenticeship m private afciis— but it will also moease their 
fitness by endowing them with traditions that embody experience, 
Ynth a professional code and vtith a common fund of views. 

It is bardl) mere coincidence that England, which is the only 
country to fulfill our condition complete!) is also the only country 
to have a political soaeiy m this sense Still more instroctn'e is the 
ms/- of Germany m the period of the Weimar Republic (19*8-1953) 
As I hope to show m Part V, there was nothing about the German 
pobQcians of that period that would ordinarily be considered a 
glaruig defect. The average member of parliament and the average 
prune and cabinet minuter were honest reasonable and consaen- 
aous. Thu appbes to all paities. Howeier, with due respect for the 
sprinkling of talent that &owed here and there, though rarely m a 
posmoR of or near high command, it must be added that most of 
sthem were duunctly bdow par, in some cases piufuUy so. Obviously 
ihu cannot have bmn due to any lack of ability and energy m the 
Ttauonasa whole But abihty and energy spumed the politi^ career 
And there was no class or group whose members looked upon poli- 
tics as their predestined career That pohiical system missed fire for 
many reasons. But the fact that eventually it met smashing defeat 
at the hands of an anii-democratic leader is nevertheless indicatiYe of 
the lack of inspiring democratic leadership 

The second condition for the success of democracy is that the effec 
tive rmg^ of political decssioo should not be extended too far How 
far It can be extended depends not only on the general limitations 
of the democratic method i«hich follow from the analvsis p*^sented 
m the preceding section but also on the particular circumstarces 
of each individual case. To put thu more contretelv- the ransre does 
not only depend, for instance, on the kmd and quantity o* natters 
Aai can be successfully handled by a government subject to the 
toain of an incessant struggle for its poUtiml life it al» depends, 
' ' “y given time and place, on the quality of the men who form 
mat govCTiiment and on the type of politick machine and the pat 
tern of public opinion they have to work with. From the standpoint 
of our theory of democracy it b not necessary to require, as it 
would be from the standpoint of the classical theory, that onlv such 
matters should be dealt with bv the pohucal apparatus which the people 
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at large can fully understand and luv« a serious opinion about But 
a less exscung requirement of the *ame nature still imposes itself 
It calls for additional comment 

Of course there cannot be any legal limits to what a parliament, 
Jed by the prime minuttr, might subject to its deaston, it need be, 
by means of a constitutional amendment But, so Edmund Burke 
argued m discussing the behavior of the English government and 
Parliament with respect to the American colonies, in ^er to function 
properly that all powerful parliament must impose limits upon itself 
Similarly we may argue that, even within the range of matters that 
have to be submitted to parliamentary vote, it is often necessary for 
government and parliament to pass measures on which their decision 
IS purely formal or, at most, of a purely supervisory nature Other 
wise the democratic method may turn out legislative freaks Take 
for instance the case of so bulky and so technical a measure as a 
criraina] code The democratic method will apply to the question 
whether or not ^country u to have such a cMiRcation at all It 
will also apply tiT certain "issues'* that the government may choose 
to Select for political decuion which ts more than formal>»for instance, 
whether certain practices of lahor or employers' associations should 
or should not be considered crimina) But lor the rest, government 
and parliament will have to accept the speaalists' advice whatever 
they nay think themselves For crime is a complex phenomenon^ 
The term tn fact covers many phenomena that have very little in 
common Popular slogans about it arc almost invariably wrongs 
And a rational treatment of it requires that legislation in this mat 
ter should be protected from both the fits of vindictiveness and the 
fits of sentimentality in which the laymen in the government and 
in the parliament are aJiematingly prone to indulge This is what I 
meant to convey by stressing the limiutions upon the effecUie range 
of political decision — the range wiifun which politicians deade in 
truth as well as in form 

Again, the condition in question can indeed be fulRlIed by a cor 
responding hmitatwn of the activities of the state But it would be 
a serious misunderstanding if the reader thought that such a limita 
tion IS necessarily implied Democracy does not require that every 
function of the state be subject to its jralitical method For instance, 
in most democratic countries a large measure of independence from 
political agencies is granted to the judges Another instance is 
position held by the Bank of England until 1914 Some of its func 
tions were in fact of a public nature Nevertheless these functions 
were vested with what legally was just a business corporation that was 
sufficiently independent of the political sector to have a policy of itr 
own Certain federal agencies in this country are other cases in point 
The Intersute Commerce CotnnmsiOQ embodies an attempt to extend 
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the sphere of public authority withouT extending the sphere of po 
htical decisidn Or, to present still another example certain of our 
states Bnance state universities “without any strings, that is to say, 
without interfering with what in some cases amounts to practically 
complete autonomy 

Thus, almost any type of human affairs may conceivably be made 
to enter the sphere of the state without becoming part of the mate- 
rial of the competiuve struggle for political leadership beyond what 
ir implied in passing the measure that grants the power and sets 
up the agency to wield it and the contact that is implied in the 
government's role of general supervisor It is of course true that 
this supervision may degenerate into vitiating influence The poll 
tician s power to appoint the personnel of non political public agen 
cies if remorselessly used, will often suffice in itself to corrupt them 
But that does not affect the principle in question 
As a third condition democratic government in modem industrial 
society must be able to command, for all purposes the sphere of 
public activity is to include — ^no matter whether this be much or 
little— the services of a well trained bureaucracy of good standing 
and tradition, endowed with a strong sense of duty and a no less 
strong esprit de corps Such a bureaucracy 1 $ the mam answer to the 
argument about government by amateurs Potentially it is the only 
answer to the question so often heard in this country democratic 
politics has proved itself unable to produce decent city government, 
how can we expect the nation to fare if everything, eventually in 
eluding the whole of the productive process, is to be handed over to 
It? And finally, xi is also the prmapal answer to the question about 
how our second condition can be fulfilled* whenever the sphere of 
public control is wide 

^ It IS not enough that the bureaucracy should be efficient in cur 
rent administration and competent to give advice It must also be 
strong enough to guide and, if need be, to instruct the politicians 
who head the ministries In order to be able to do this it must be in 
a position to evolve prinaples of its own and sufficiently independent 
to assert them It must be a power in its own right This amounts to 
saying that in fact though not in form appointment, tenure and 
promotion must depend largely— within civil service rules that poli 
ticians hesitate to violate — on its own mrporate opinion in spite of 
*j^l the clamor that is sure to ansc whenever politicians or the public 
find themselves crossed.bv, u_a5.ihey, frKqiently, miut. 

Again as m the case of the personnel of politics, the question of the 
•Reference lo some comments on ihe subjea of bureaucracy In ch xviii will 
convince the reader that in all three respects the answer provided by bureaucracy 
is not held to be ideal in any sense On the «her hand readers should not -illoiv 
themselves to be unduly influenced by the associations the term carries in popular 
parlance In any case that answer is the only realistic one 
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available human material m all important Training though essential 
IS quire secondary to this And again both requisite material and 
the trailiuona] code necessary for the functionwg of an official class 
o( this kind can be most easily secured il there is a socia\ stratum 
ol adequate quality and corresponding prestige that can be drawn 
upon lor recruits — not too rich nor too poor not too exclusive not 
too accessible The burcautracies of Europe in spite of the fact that 
they have drawn enough hostile aitiasm to blur them records ex 
cmplify very well what I am trying to convey They are the product 
of a long development that started with the minulen/iUs of medieval 
magnates (originally serfs selected for administrative and military 
purposes who thereby acquired the status of petty nobles) and vent 
on through the centuries until the powerful engine emerged which we 
behold toilay It cannot be created m a hurry It cannot be hired 
with money But it grows everywhere whatever the political method 
a nation may adopt Its expansion is the one certain thing about 
our future 

The fourth set of conditions may be summed up in the phrase 
Democratic Self-control Everybody will of course agree that the 
democratic method cannot work smoothly unless all the groups that 
count in a nation are willing to accept any legislative measure as 
long as It IS on the statute book and all executive orders issued by 
legally competent authoring But democratic seh<ontrol implies 
much more than this 

Above all electorates and parluments must be on an intellectual 
and moral level high enough to be proof against the oiferings of the 
crook and the crank or else men who arc neither will be driven 
into the ways of both Moreover miscarriages that will discredit de- 
mocracy and undermine allegiance to it may also occur if measures 
are passed without regard to the claims of others or to the national 
situation The individual proposals for legislative reform or execu 
tive actiop must as it were be content to stand m an orderly bread 
line they must not attempt to rush the shop Recalling what has 
been said m the preceding chapter about the modus operondi of 
the democratic method the reader will realize that this involves a 
lot cf voluntary subordination 

In particular politicians in parliament must resist the temptation 
to upset or embarrass the government each tune they could do so 
No successful pobq' ts possible if they do this. This means that the 
suppiarters of the government must accept its lead and allow it 
frame and act upon a program and that the opposition should accept 
the lead of the shadow cabinet at its head and allow it to keep 
pol tical warfare within certain rules Fulfillment of this require- 
ment habitual violation of which spells the beginning of the end of 
a d jnocracy will be seen to call for just the right amount — not too 
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much, not too little — 0! traditionalism. To protect this traditionalism 
u in fact one of the purposes for which rules of parliamentary pro 
cedure and etiquette exist 

" The voters outside of parliament must respect the division of labor 
between themselves and the polinaaiu they elect They must not 
withdraw confidence too easily between elections and they must un 
derstand that, once <hey have elected an individual political action 
is his business and not theirs This means that hey must refrain 
from instructing him about what he 1$ to do — a y inciple that has 
indeed been universally recogniied by constitutions and political 
theory ever since Edmund Burkes time But its implications are not 
generally understood On the one hand, few people realize that this 
principle clashes with the classical doctrine of democracy and really 
spells Its abandonment For if the people are to rule in the sense of 
deciding individual issues what could be more natural for them to 
do than to issue instructions to their representatives as the voters for 
the French States General did m and before 1789? On the other hand, 
il 13 still less recognized that if the principle be accepted, not only 
instructions as formal as those French cahters but also less formal 
attempts at restricting the freedom of action of members of parlia 
ment — the practice of bombarding them with letters and telegrams 
for instance-*ought to come under the same ban 

IVe cannot enter into the various delicate problems which this raises 
concerning the true nature of democracy as defined by us All that 
matters here 1$ that successful democratic practice m great and com 
plicated societies has invariably been hostile to political bach seat 
driving — to the point of resorting to secret diplomacy and lying about 
intentions and commitments — and that it lakes a lot of self-control 
on the part of the citizen to refrain from it 

Finally, effective competition for leadenhip requires a large meas 
ure of tolerance for difference ol opinion It has been pointed out 
before that this tolerance never is and never can be absolute But it 
must be possible for every would be leader who is not lawfully ex 
eluded to present his case without producing disorder And this may 
imply that people sund by patiently while somebody is attacking 

their most vital interests or offending their most cherished ideals 

or as an altetnatiie, that Uie would be leader who holds such views 
restrains himself correspondingly Neither is possible without genuine 
^respect for the opinions of ones fellow atizens amounting to a will 
s cww opntftsirs' 

Every system can stand deviating praaice to a certain extent Bui 
even the necessary minimum of democratic self control evidently 
requires a nation^ character and national habits of a certain type 
which have not everywhere had the opportunity to evolve and which 
the aemocratic method itself cannot be relied on to produce And 
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nowhere will that self-control stand tests beyond a varying degree of 
sesenty In fact the reader need only review our conditions m order 
to satisfy himself that democratic government will work to full ad 
vantage only if all the interests that matter are practically unanimous 
not only in their allegiance to the country bbt also in their allegiance 
to the structural prinaples of the existing society Whencser these 
^rmaples are called in question and issues arise that rend a nation 
into two hostile camps, democracy works at a disadvantage And it 
may cease to work at all as soon as interests and ideals are involved 
on which people refuse to compromue 

This may gcneralHcd to read that the democratic -method will 
be at a disadvantage in troubled times In fact, democracies of all 
types recognite with practical unanimity that there are situations in 
which u IS reasonaffle to abandon competitive and to adopt monopo- 
listic leadership In ancient Rome a non-eleciivc office conferring such 
a monopoly of leadership In emergencies was provided for by the 
constitution The incumbent was called maguier popuU or diclator. 
Similar provisions are known to praoically all constitutions, our osvn 
included the President of the United States acquires m certain oon 
dmont a power that makes him to all intents and purposes a dictator 
in the Roman sense, however great the differences are both !n legal 
construction and in practical details It the nonbpoly is efiectively 
limited cither to a definite time (as it originally was in Rome) or to 
the duration of a definite short run emergency, the democraiie prln 
cipic of competitive leadership 11 merely suspended If the monopoly, 
either m law or in faa, u not limited as to time--~and if not limited 
as to time it will of course tend to become unlimited as to every 
thing else — the democratic principle is abrogated and we have the 
case of dictatorship in the present-day sense’ 

III Democracy in the Sociaust Order 

I In setting forth our conclusions W had better begin with the 
relation between democracy and the capitalist order of things 

The ideology of democracy as reflected by the classical doctnne 
rests on a rationalist scheme of human action and of the values of 
life By virtue of a previous argument (Chyiter XI) this fact would in 
itself- suffice to suggest that it u of bourgeois origin History dearly 
confirms this suggestion historically, the modem democracy rose 
along with capitalism, and in causal connection with it But the same 

rin anaeni Rome whose terta sre are In the hsbii of misusing an auiocracy 
developed that for several cencuries duptayed cerum features not d ssimilat to 
those of modern dicutotships though ihe analogy should not be pushed too far 
dlif irfar autocracy ofa'nov jmt^ir s»»r««^«ihr*visu'ihkair oiflvtr o\'»di.'.5nw»-ein.irpv itr 
One case that of G Julius Caesar Smias dicutorship svas simply a temporary 
magistracy created -tor a definite purpose (coRstxutiORal reform) And (here are no 
Other but quite regular eases. 
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bolds tnie for democratic practice democracy m the sense of our 
theory of competitive leadership presided over the process of pohti 
cal and institutional change by which the bourgeoisie reshaped, and 
from Its own point of view ralionaliied the social and politital struc 
ture that preceded its ascendancy tim democratic method was the 
political tool of that reconstruction We have seen that the democratic 
method works particularly well, also m certain extra and pie-capi 
talist societies But modem democracy is a product of the capitalist 
process. 

Whether or not democracy is one of those products of capitalism 
which ard^o die out with it is of course another question And snll 
another is how well or ill capitalist society qualifies for the task of 
working the democratic method 11 evolved 

As regards the latter question, it 1$ clear that capitalist society 
qualifies well in one respect The bourgeoisie has a solution that is 
peculiar to it for the problem of how the sphere of political decision 
can be reduced to those proportions which are manageable by means 
of the method of competitive leadership The bourgeois scheme of 
things limits the sphere of politics by limiting the sphere of public 
authority, lU solution is m the ideal of the parsimonious state that 
exists pnniarily m order to guarantee bourgeois legality and to pro* 
vide a firm frame for autonomous individual endeavor in all fields 
"If, moreover, account be taken of the paafic — at any rate, anti mill 
tarut— and free trade tendencies we have found to be inherent m 
bourgeois society, u will be seen that the importance of the role of 
political decision m the bourgeois state can in principle at least, be I 
scaled down to almost any extent that the disabilities of the politick 
sector may requite 

Now this kind of state has no doubt ceased to appeal to us Bour 
geois democracy is certainly a very special historical case and any 
claims that may be made on behalf of it are obviously contingent 
upon acceptance of standards which are no longer ours But it is 
absurd to deny that this solution which we dislike is a solution and 
’ that bourgeois democracy is democracy On the coniiary as its colors 
fade It is all the more important to recognize how colorful u was 
in the time of its vitality how wide and equal the opportunities 
It offered to the families (if not to the individuals) how large the 
personal freedom it granted to those who passed its tests (or to their 
^children) It is also important to recognize how well it stood for 
some decades at least the stiam of uncongenial conditions and hoy( 
well It futictioned when faced by demands that were outside of and 
hostile to the bourgeois interests 

Also m another respect capitalist society m its meridian qualified 
well for the task of making democracy a success It is easier for a class 
whose interests are best served by being left alone to practice demo* 
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cratjc self rcjiraint than it is for dasset that naturally try to hvc on 
the state The bourgeois who is primarily absorbed m his private 
concerns is in general — as long as these concerns are not seriously 
threatened — much more lilcly to display tolerance of political differ 
cnees and respect for opinions he docs not share than any other type 
of human being Moreover so long as bourgeois standards are domi 
nant in a society this attitude will tend to spread to other dasses as 
vvctl The English landed interest accepted the defeat of 1845 with 
relatively good grace English labor fought for the removal of disa 
bilitics but until the beginning of the present century was slow to 
claim privileges It is true that in other countries such sell restraint 
was much less in evidence These deviations from the principle were 
not always serious or always associated with capitalist interests only 
But in some cases politics} hfe all but resolied itself into a struggle 
of pressure groups and in many cases practices that failed to conform 
to the spirit of the demoaatic method have become important enough 
to distort Its modus optrandt That there ’'cannot’’ be true democracy 
tn the capitalist order is nevertheless an obvious overstatement* 

In botli respects however capitalism is rapidly losing the advati 
tages it used to possess Bourgeois democracy which is Vedded to 
that ideal of the state has for some time been vvorhing with inaeasing 
friction In part (his was due to the fact that, as we have seen before, 
the democratic method never works at lu best when nations are much 
divided on fundamental questions of social siiucture And this difR 
cully in turn proved particularly serious, because bourgeois society 
Signally failed to fulfill another condition for making the democratic 
method function The bourgeome produced individuals who made a 
success at political leadership upon entering a political class of non 
bourgeois origin but it did not produce a successful political stratum 
of Its own although so one should think the third generations of 
the indusirul families had all thc''opponunUy to form one Why 
this was so has been fully explained in Part II All these faas to- 
gether seem to suggcit a pessimistic prognosis for this type of democ 
racy They also suggest an explanation of the apparent ease with 
which in some cases it surrendered to dictatorship 

2 The ideology of classical soculism is the offspring of bourgeois 
ideology In particular it fully shares the latter s rationalist and ucih 
tarian background and many of the ideas and ideals that entered the 
* WTiat itiould be said u that iherc ate some devuf on« from the prmcipJe ©H 
democtacy which link up with ihe presence of o/ganiied rapjialar inleresu. But 
thus corrected the jiaieroeni js irue both Item the ilandpoini of ihe classical and 
(tom the standpoint of our own theory ot democracy From the first standpoint 
the mult reads that the means al the disposal ot pivvate iniercsis are often used in 
order to thwart the will of the people From the second standpoint the result reads 
that those pnsate means are often used m ottfer to interfere with the worVinf of ihc^ 
mechanisni of compeoarc leadership " 
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classical doctrine of democracy So far as this goes, soaalists in fact 
experienced no difficulty svhatever in appropriating this part of the 
bourgeois mhenunce and in making out a case for the proposition 
that those elements of the classical doctrine -which soaalism is un 
able to absorb — the emphasis on protection of private property for 
instance — are really at -variance with its fundamental principles 
Creeds of this kind could survive even in entirely non-democratic 
forms of soaalism and we may trust the scribes and pharisees to 
bridge by suiuble phrases any gap there may be between creed and 
practice But it is the practice that interests us — the fate of demo 
cratic practice as interpreted by the doctrine of competitive leader 
ship And so, since we have seen that non-democratic socialism is 
perfectly possible, the real question is again how well or ill socialism 
qualifies for the task of making the democratic method function 
should It attempt to do so 

The essential point to grasp is this No responsible person can view 
■with equanimity the consequences of extending the democratic 
method that is to say the sphere of ‘politics, to all economic affairs 
Believing that democratic soaalism means preasely this, such a per 
son will naturally conclude that democratic soaalism must fail But 
this does not necessarily follow As has been pointed out before ex 
tension of the range of public management does not imply corre 
! spending extension of the range of political management Conceiv 
ably, the fonner may be extended so as to absorb a nation $ economic 
affairs while the latter still remains within the boundaries set by 
the limitations of the democratic method 

It does follow however that m soaahst soaety these limitations 
will raise a much more serious problem- For socialist society lacks 
the automatic restrictions imposed upon the political sphere by the 
bourgeois scheme of things Moreover, in soaalist society it will no 
longer be possible to find comfort in the thought that the inefficiencies 
of political procedure are after all a guarantee of freedom Lack of 
effiaent management will spell lack of bread However, the agencies 
that are to operate the economic engine — the Central Board we met 
in Part III as well as the subordinate bodies entrusted with the man 
agemetit of mdmdual industries or concerns — may be so organized 
and manned as to be-sufficiently exempt in the fulfillment of their 
current duties from interference by politicians or, for that matter, by 
[fussing atuens’ committees or by their workmen That is to say 
thej- may be suffiaentfy remofvd from the atmosphere of political 
strife as to display no inefficienaes other than those assoaated with 
the term Bureauaacy And even these can be much reduced by an 
appropriate concentration of responsibility on individuals and by a 
system of well-chosen incentives and penalties of which the methods 
of appoinunent and promotion are the most important part 
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Serious socialists, when oH the stump and in a responsible mood, 
have always been aware o( this problem and also o( the fact that 
democracy is no answer to it An interesting illustration u aSorded 
by the deliberations of the German Committee on Socialization 
^Sonafuierungs Kommission) In tgig when the German Soaal Dem 
ocratic party had definitely set its face against bolshcvum the more 
radical among its members still believed that some measure of so- 
cialization was iizuninent as a matter of practical necessity and a 
committee was accordingly appointed in order to define aims and to 
recommend methods It did not consist exclusively of socialists but 
socialist inSuence was dominating Karl KautsVy was chairman Defi 
nite recommendations were made only about coal and even these, 
arrived at under the gathering clouds of anti-socialist sentiment 
arc not very interesting All the more interesting are the views that 
emerged in discussion at the time when more ambitious hopes still 
prevailed The idea that managers of plants should be elected by 
the workmen of the same plants was frankly and unanimously con 
demned The workmens councils that had grown up dunng the 
months of unnersal breakdown were objects of dislike and suspioon 
The committee trying to get away as far as possible from the 
popular ideas about Industrie Democracy,* did its best to shape them 
into an innocuous mold and cared little for developing their func 
tions. All the more did it care for strengthening the authority and 
safeguarding the Independence of the manageri^ personnel Much 
thought was bestowed on how to prevent managen from losing capi 
Calisi vitality and sinking into bureaucratic ruts In fact->-if 11 be 
possible to speak of results of discussions that were soon to lose 
practical importance — these socialist managers svould not have dif 
fered very much from their capitalist predecessors and in many 
cases the same individuals would have been reappointed. We^thus 
reach by a different route, the conclusion already arrived at in Part 
111 

But we are now m a position to link up this conclusion with an 
answer to the problem of democracy in soa^ism. In a seme, of course, 
the present-day forms and organs of democralic procedure" are as 
much the outgrowth of the structure and the issues of the bourgeois 
Industrial or Economic Democracy b a phrase that Sgurcs in so many quasi 
utopias that it has retained very little prease meaning hlamly I think it means 
two things first the trade union rule o»ef Industrial relations second democratia 
lion of the monarchic tactory by workmens representaiion on boards or other- 
devices calculated to secuie-ibeoi infiucnce on introduction of technological 
improvements business policy fn general and of course daaplme in the plant in 
particular includmjt methods of “binog and firing Profit shanng « a nostrum 
of a subgroup of schemes It 11 safe Co say Aac much of this eoonomie democncy 
<r II van sh into thin air in a socialist leginie Nor is tbii so offensive as it may 
sound Tor many of the interests (his kind of democracy u intended to safe- 
guard will (hen cease to exist. 
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world as IS the fundamental prmaple of democracy itself. But this 
IS no reason why they should have to duappear along with capitalism 
General elections, parties, parliaments, cabinets and prime ministers 
may still prove to be the most convenient instruments for dealing 
with the agenda that the soaalist order may reserve for’poliucal 
decision The list of these agenda will be relieved of all those items 
that at present arise from the dash of private interests and from the 
necessity of regulatmg them Instead there will be new ones There 
will be such questions to decide as what the volume of investment 
should be or how existing rules for the distribution of the social 
product should be amended and so on General debates about effi 
aency, mvesugation committees of the type of the English Royal 
Commissions would continue to fulfill their present functions 
Thus the politiaaiu in the cabinet, and in particular the poll 
tician at the head of the Ministry of Production, would no doubt 
assert the influence of the political element, both by their legislative 
measures concemmg the general prmaples of running the economic 
engine and by their power to appoint which could not be entirely 
absent or entirely formal But they need not do so to an extent m 
compatible with effiaency And the Minister of Production need not 
interfere more with the internal working of individual tndustnes 
than English Ministers of Health or of War interfere with the in 
ternal working of their respective departments 

3 It goes without saying diat operating soaalist democracy in the 
way instated would be a perfectly hopeless task except in the case 
of a soaety that fulfills all the requirements of ‘'maturity listed in 
Part III, including, in particular, the abihty to establish the soaalist 
order in a democratic way and the existence of a bureaucracy of 
adequate standing and experience But a soaety that does fulfill these 
requirements — I shall not deal with any other — would fint of all 
command an advantage of possibly decisive importance 

I have emphasized that democracy cannot be expected to function 
satisfactorily unless the vast majority of the people in all classes are 
resolved to abide by the rules of the democratic game and that this in 
turn implies that they are substantially agreed on the fundamentals 
of ihetr insututional structure At present the latter condiuon fa.U 
to be fulfilled. So many people have renounced and so many more 
are going to renounce, allegiance to the sundards of capitalist so- 
lely that on this ground alone democracy is bound to work with 
increasing hicuon At the stage vuualized however, soaahsm may 
remove the rift ft may reestablish agreement as to the tectonic pnn 
aples of the soaal fabric. If it does then the remaining antagonisms 
will be exaedy of the kind with which the democratic method is well 
able to cope 

It has also been pomted out urPart III that those 
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lagonums will be further decreased m number and importance by 
the elimination of clashing capiulist intcrcsu The relations between 
agriculture and industry, small-scale and large-scale industry, steel'” 
producing and steel-consuming industries, protectionist and export in 
dusiries will — or may — cease to be political questions to be settled 
by the relative weights of pressure groups and become technical 
questions to which technicians would be able to give unemotional 
and unequivocal answers Though it may be utopian to expect that 
there would be no distinct economic interests or conflicts between 
them and still more utopian to expect that thrte would be no non 
economic usucs to disagree about, a good case may be made out for 
expecting that the sum total of controversial matter would be de- 
creased even as compared with what it was in intact capitalism 
There would, for instance, be no sdver inen. Political Ii/e would be 
purified 

On the face of it, soaalism has no obvious solution to offer for the 
problem solved in other forms of soaety by the presence of a political 
class of stable tnduions 1 have said before that thefe will be a 
political profession There rruy evolve a political set about the qual 
ity of which It IS idle to speculate 

Thus far socialism scores !l might still be argued that this score 
can be easily balanced by the importance and likelihood of possible 
devatJons To some extent we hate provided for this by insisting 
on economic maturity which among other things implies that no greac* 
sacrifices need be required of one generation for the benefit of a 
later one But even if there is no necessity for sweating the people by 
means of a Cosplan (he task of keeping the democratic course may 
prove to be extremely delicate Ciroirastances m which the indi 
viduals at the helm would normally. succeed in solving it are perhaps 
no easier to imagine than arcumstances in which faced by a spec 
tacle of paralysis spreading from the political sector all over the 
nation s economy they might be driven imp a course of action which 
must always have some tempiation for men beholding the tremendous 
power over the people inherent id (he socialist organization After 
all, eBecuve management of the socialist economy means dictator 
ship not of but over the proletariat in the factory The men who are 
there so strictly djsaplinM wouM, ii is tnie, be sovereign at the elec 
tions But just as they may use thu sovereignty in order to relax the 
discipline of the factory, so governments — precisely the government*- 
which have the future of the nauon at heart— may avail themselves 
of this disaplme in order to restnet this sovereignty As a matter of 
practical necessity soaalisi democracy may eventually turn out to be 
more of a sham than capitalist democracy ever was 

In any case that democracy wiU not mean increased personal free 
dom And once more it will mean no closer approximation to the 
ideals enshrined in the classical doemne 



PART V 


A Historical Sketch of Socialist Parties 



prologue 


k not for me to wnte a history of the ibaalist parties Both the 
i seitmgs in which they rose a^d fell and the ways in which they 
grappled with their problems call for a larger canvas and a mightier 
brush than mine Also, the ume has not yet come to make the 
attempt though the last twenty years have brought up many valuable 
monographs that shed all the light we need on particular situations 
or phases, a vast amount of research has still to be done before a 
history of modem soaalism tn action tan be written that will meet 
the requirements of scholarship But certain facts are necessary in 
order to complement and to put into the proper perspective much 
of ivhat has been said in the preceding parts of this book And some 
other pomts that have occuned to me from study or personal obser 
vation^ I wish to present because they seem to be interesting on thevr 
own account For this double purpose I have assembled the frag 
ments that are to follow, m the hope that even fragments may indi 
cate the contours of the whole 

Not every reader— not even every socialist reader— will approve 
of the central postuon this fragment gives to Marx and Nfarxism 1 
’'readily confess to personal bias m the matter For me. the fascinating 
thing about socialist policy— the thing that gives it a special claim 
to attenuon and a digmty all its own that is both intellectual and 
moral — is its clear and dose relation to a doctrinal basis In prin 
aple at least, it is theory implemented by action or inaction turning 
on the true or false perception of a historical necessity (See Part I ) 
Even considerations of expediency and mere tactics carry that char 
acter indelebiits and always have been discussed in the light of that 
pnnaple But all this is true only of the Marxian streak no truer, 
of course, than it u, whhin the bourgeois compound, of the Bentham 
ite radicals — the philosophical radicals as they were significantly 
called. All non Marxian soaalist groups arc more or less like other 
groups and parties only Marxisu of pure persuasion consistently 
walked in the light of a doctrine that to them contained all answers 
.^all quesuons As will be seen, 1 do not admire this altitude un 
couuitionally It may well be called narrow and even naive But the 
doctrinaires of all types, whatever their practical disabilities have 
certain esthetic qualities that raise them high above Uie common 
run of poliucal practitioners Also they command sources of strength 
which mere practiuoners will never be able to understand 
lOne of thee poisu bks been dealt with eltcwbere See ch xx 

3<>5 



CHAPTER XXIV 


THE NONAGE 


S ociAUST doctrines in some o(^ their roots presumably as old as 
articulate thought were dreams beautiful or hateful — impotent 
longings out of contact with social realities — so long aj they lacked the 
means to convince anybody that the social process worked for the 
realisation of socialism Socialist effort amounted to preacliing in the 
desert so long as ii had no established contact with an existing or 
potential source of social power — to preaching of the Platonic type 
about which no politician need bother and which no observer of 
social processes need list among operaiivE factors 
This IS the gist of Marxs criticism of most of the socialists who 
preceded him or in his day offered competitive leaching and the 
reason why he called them utopian The point was not so much that 
many of their schemes were obviously freaks or otherwise below par 
intellectually but that those schemes were essentially unimplemented 
and unimplememable A few examples will illustrate this and will 
stand instead of a survey of a large body of literature Also they will 
suffice to show how far Marx s judgment was wrong 
Sir Thomas Mores (147^^1535) Utopia read admixed and even 
copied right into the nineteenth century — witness the success of 
Cabet and of Bellamy— unfolds the picture of a frugal moral and 
cquahtarian society that was the exact opposite of English society in 
More s day*This ideal may be but the literary form of social cntiasm 
Perhaps we need not accept it for a presentation of More s opinion 
about the aims of practical social planning However if it be under 
stood in the latter sense — and so it was — th" trouble with it does not 
he in Its impracticability In some respect^ it is less impracticable 
than are certain present day forms of idyllic Soaalism. For instance 
It faces the question of authority and it frankly accepts the prospect — 
exalted no doubt into 3 virtue — of a modest standard of life The 
real trouble is that there u no attempt to show how society is to 
evolve toward that ideal state (except possibly by conversion) 0^ 
what the real factors are that might be worked upon in order to 
produce it We can like or d slikc the ideal But we cannot do much 
about It To put the practical dot on the 1 there is nothing in it on 
which to found a party and to provide a program \ 

Another type may be instanced by Robert Owens {1771 *858) 
socialism A manufacturer and practical reformer he was not content 
306 
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to conceive — or adopt — the idea of small sclfsuffiang communities, 
producing and consuming their means of livelihood according to 
communist principles in the words boldest acceptance He actually 
went about realmng it First he hoped for government action, then 
he tried the effect of setting an example So it might -seem that the 
plan was more operational than Nfore s there was not only an ideal 
Ibut ^Iso a bridge leading to it Actually however that kind of bridge 
only serves to illustrate more precisely the nature of utopianism For 
both government action and individual efforts are introduced as det , 
ex machtna — the thing would have had to be done just because some 
agent thought it v\orih while No social force working toward the 
goal was indicated or could have been indicated. No soil was provided 
for the rose trees — they were left to feed on beau'y t 
The same applies to Proudhons (1809-1865) anarchism, except that 
in his case definite economic error is much more in evidence than it 
IS with most of the other classics of anarchism who despised economic 
argument and, whether stressing the ideal of free and stateless co- 
operation of individuals or the task of destruction to be accomplished 
m order to make way for a, avoided errors of reasoning largely by 
avoiding reasoning Like poet, lunatic and lover of imagination all 
compact,’ they were consthutionally unable to do anything except to 
f upset socialist applecarts and to add to confusion m situations of 
' revolutionary excitement It is not difficult to sympaihae with Marx’s 
disgust, that soraeciraes was not unmixed with despair, at the doings 
of M Bakunin 

But anarchism was utopianism with a vengeance The pathological 
species has been mentioned only in order to make it quite clear that 
such revivals of fourteenth century memaluy should not be confused 
with the genuine brand of utopian soaalism which St Simon's (1760- 
1825) writings display at its b«t There we find sense and tesponst 
hihty coupled with considerable analytic power The goal envisaged 
was not absurd or visionary What was lacking was the way again 
the only method suggested was goverjjment action — action by gov 
emments that at the time were essentially bourgeois 

If this view be accepted, the great break that put an end to the 
nonage of socialism must in fact be associated with the name and 
iThe same u true of the fimilai plan of Charles Fourier {177* 1837) which will 
not however be called soculist bj" everyone since labor was to receive only 5/1 a of 
Iflie social product the rest going to capital and management Though in itself this 
was a meritorious attempt to take account of reahties it f$ amusing to note that 
labor would in that ideal stale of things have done wone than it actually does an 
capitalist society-'In prewar England for instance (see A Bowley Tfie D vision of 
the Product of Industry 1921 p 37) wages and salaries under £ito absorbed in 
manufacturing and mining 6a per cent of the value of net output or counting 
in salaries above £160 68 per cent Of course Fourier s ideals were not piimaiily 
economic but as far as they were they illustniie well how large an element of 
Ignorance about capitalist Facts enters into reformist creeds 
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^vork of Karl Marx Wc ma^ then date it, so far as in such matters 
dating IS possible at all, by the issue of the Manifesto of the Com 
munist Party (1848) or by the foundation of the first International 
(1864) It svas in that period that both the doctrinal and the political 
criteria of seriousness were met But, on the one hand, this achieve 
ment only summed up the developments of the centuries of nonage 
and on the other hand it formulated them in a particular way thai 
perhaps was practically, but certainty was not logically,' the only pos 
sible one To some extent, therefore, the judgment passed by orthodon 
socialism on the men of the nonage must be revised 
First of all, if the socialist schemes of those centuries were dreams 
most of them were rationalized dreams And what individual thinker 
more or less perfectly succeeded in rationalizing were not simply then 
individual dreams but the dreams of the non ruling classes Thus 
those thinkers were not living completely in the clouds, they alsc 
helped to bring to the surface what slumbered below but was getting 
ready to wake up In this respect even the anarchists, back to then 
medieval predecessors who flourished in many a convent and still 
more in the tertiary groups of the Franciscan Order, acquire a sig 
nificance which hfarxists usually do not accord to them Howevei 
contemptible (heir beliefs may seem (o the orthodox socialist, much 
of the propelling force of socialism comes even today, from those irra 
tional longings of the hungry soul — not belly — which they voiced * 
Second the socialise thinkers of the nonage provided many a brick 
and many a tool that proved useful later on After all, the very idea 
of a socialist society was their aeation, and it was owing to then 
efforts that Marx and his comemporanes were able to discuss it as a 
thing familiar to eieryone But many of effe Utopians went much 
further than that They worked out details of the socialist plan or of 
certain variants of it, thereby formulating problems — however in 
adequately — and clearing mudi ground Even their contribution to 
purely economic analysis cannot be neglected It provided a much 
needed leaven in an otherwise distressingly stodgy pudding'Much of 
It moreover was simply professional work that improved existing 
theory and among other things, stood Marx in good stead The Eng 
lish socialists and quasi soaalists who elaborated the labor theory o< 
value — such men as William Thompson — afford the best example of 
this ' 

Third, not all of those whom Marxists include among the utopiaij^ 
iThat why ihe trained sooalists endeavon to shake oS what be himsell 
adraiu to be nonsensical or vis onaiy in the creed ot the untutored believer can 
never be \ holly successful The popular appeal of socialism is due not to what 
can be rationally established about i( but precisely to those mystic heresies which 
l^rtrrgeirr and socialist economists unite m condemning fn dying to d stance 
himself the socialist not only is being ungrateful to the wave that carries him but 
he IS also courting the danger that lu fortes might be harnessed into other service 
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lacked contact vnth mass movements Some contact inevitably resulted 
from the fact that the soaal and economic conditions which set in 
motion the intellectual s pen will also set m motion some group or 
class of the people— peasants or artisans or agncultural laborers or 
simply the vagrants and the rabble But many of the Utopians estab- 
lished much closer contact The demands of the peasants during the 
^revolutions of the sixteenth century were already formulated by intel 
'’lectuals and coordmation and cooperation steadily became closer as 
the centimes rolled on ' Gracchus Babeuf, the leading spirit of the 
only purely soaalist movement within the French Revolution, was 
considered of suffiaent importance for the government to pay him 
the compliment of. executing him in 1797 Again England best illus- 
trates this development We need only compare, from this angle, the 
history of the Leveller movement in the seventeenth and the Chartist 
movement in the nineteenth centuncs In the first case Winstanley 
jomed and led as an individual in the second case, groups of intel 
lectuals reacted in a body and though their cooperation tapered off 
into Christian SoaaUsm it was not merely an affair of the student s 
closet entirely divorced from a contemporaneous mass movement In 
France, the best example is afforded by Louis Blancs activities in 
1848 In this as in other respects therefore, utopian socialism differed 
from ' saentific ' soaalum m degree rather than m kind the relation 

the soaalists of the nonage to class movements was occasional and 
*^not as a rule a matter of fundamental prinuple, whereas with Marx 
and with post Marxian socialism it Iwcame precuely a matter of 
fundamental prmaple and similar to the relation of a government to 
Its standing army 

A very important point — I hope it will not pro\e a stumbling 
block — ^remains to be made I have said that the doctrine which avers 
the presence of a tendency toward soaalum * and the permanent 

contact with an existing or potential source of soaal power the two 

requisites of soaalism as a senous political &ctor ^were definitely 

established around the middle of the nineteenth century in a way 
that was logically not the only possible one Marx and most of his 
contemporaries imparled a panicular slant to their doctrine by hold 
mg that the laboring class was the only one to be actively assoaated 
with this tendency and that hence u was the only source of pov\er 
for the socialist to tap For them soaalism meant primarily hbera 
^on of labor from exploitation and the emanapation of the workers 
hnist be the task of the working class itself 

* For the precise mean ng of this phrase the reader should aga n turn lo our 
d scussions in Parcs I and 11 Here tc means two tbmgs Gnt that real soc al forces 
independent of des rabil Ues or undesirabilities are maVmg for soaal sra i h ch 
therefore will increasingt)' acquire the diaracter of a pncticat propos t on second 
that th s being so there i* premf room for party activiues on soaal st 1 nes The 
latter point ml] be discussed in cb xxv 
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Now It IS easy to understand why as a practical proposition the 
conquest of the labor interest should have appealed to Marx more 
than any other course and why hu doctrine should have been shaped 
accordingly Dut the idea has become so firmly rooted also in some 
non socialist minds as to blot out completely some facts whichlt takes 
a lot of trouble to explain away viz that the labor movement 
though often allied with socialum has remained distinct from it to 
this day and that it proved by no meam so easy for socialists to estab- 
lish in the workers world spheres of influence in which their creed 
IS accepted as a matter of course However we may interpret these 
facts It should be dear that the labor movement is not essentially 
socialist just as socialism is not necessarily laborite or proletarian 
Nor is this surprising For we have seen m Part II that though the 
capitalist process slowly socializes economic life and much b«ides 
this spells transformation of the whole of the soaal organism all parts 
of which are equally affected The real income and the social weight 
of the working dass rise m this process and capitalist soaety becomes 
more and more' incapable of dealing with labor difficulties But this 
IS a poor substitute for the Kfarxun picture of labor being goaded 
into the grand revolution by increasingly intolerable suffering If we 
discard this picture and rcalue that what actually increases is labors 
stake in the capitalist s>stem we shall ineviubly think less of the 
particular call addressed to the working class by the logic of evolu 
tion Still less convinang is the role that Marxism assigns to the pro- 
letariat in the catastrophe of the social drama There is little for it to 
do if the transformation is gradual And if there be a grand revolu 
lion the proletariat will simply be talked and bullied into consent. 
The spearhead will be formed by intellectuals assisted by the semi 
criminal rabble And Marxs ideas on the subject are nothing but 
ideology — ^just as utopian as any beliefs of the utopists 

Thus while it remains substantially true that unlike most of his 
predecessors Marx intended to rationalize an existing movement and 
not a dream and also that he and his successors actually gained par 
tial control of that movement the difference is smaller than Marxists 
would have us believe There was as we have seen more of realism 
in the thought of the utopists and there was more of unrealistic 
dreaming in Marxs thought than they admit 

In the light of this fact wc shall think better of the soaalists of 
the nonage because they did not exclusively stress the proletanai^ 
aspect In particular their appeal to governments or to classes otheff 
than the proletariat will appear to us less visionary and more realistic 
than It appeared to Marx For the slate Its bureaucracy and the 
•grutfpv Tififii •*«. -pd/W/al. w. njurn. ijxnsjjem 

for the socialist looking for his source of soaal power As should be 
evident by now they are likely to move in the desired direaion with 
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no less “dialectical ’ necessity than are the masses And that excrescence 
of the bourgeois stratum which we shall term (o potiori) Fabian Soaal 
ism* IS also suggestive Marxs choice of social motive power thus 
produced a speaal case which» though practically the roost important, 
.yet stands logically on a par with others that are frauds and heresies 
0 the orthodox 

*$«e di. xxvt Manila wiU natunlly repty that those phenoiaena are mere 
denvates of the genuine one toere effects of (he forward march of the proletariat. 
Thu u true if it means that the latter ts one of the factors in the siiuauon which 
produced and u produang the fo*ineT But taVen in this sense this proposition 
does not constitute an objecuon It it means that there is a one-way or purely 
cause-effect relation between proleianan and state socialism then it does constitute 
an objection but it is wrong The sooo-psycboli^cal process described in Part II 
will without any pressure from below produce iiate and Fabian socialism which 
wiff even kelp to ^oduee that pressure As we shall ptesentty see tt is a fair ques 
tion to ask where sooalum would be without the fellow traveler It is certain that 
locialinn (as ducinguished from the labor movement of the trade union type) 
would be Qowheit without the tntcUecraal leader ol bourgeois extnction 
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THE SITUATION THAT MARX FACED 


1 According to Engels, Marx in 1847 adopted the tenq^’'com 
munisi m preference to the tenn * soaalist," because socialism had 
by that time acquired a flavor of bourgeois respectability However 
that may have been and however we choose to explain this fact if it 
was a fact — more than once we have seen good reason for interpreting 
socialism as a product of the bourgeois mentaIity-*-there cannot be 
any doubt that Marx ahd Engeb themselves were typical bourgeois 
intellectuals^ Exiles of bourgeois extraction and tradition — this for* 
inula accounu for a lot both in Marx's thought and in the pohaes 
and political tactics he recommended The astounding thing is the 
extent to which his ideas prevailed 
First of all, the uprooted inielleaual, with the formative experience 
of 1848 forever impressed upon his whole soul, cast off his own class 
and was cast off by ic Similarly uprooted incelleccuab and, at one 
remove, the proletarian masses were henceforth all that was accessible 
to him and all he had to put his trust in This explains the doemne^ 
which, as we have seen m the preceding chapter, doet stand in need 
of explanation, vir, that workers would “emancipate themselves ” 
Second, the same uprooted intellectual naturally became inteN 
nationalist in feeltng This meant more than that the problems and 
vicissitudes of any particular couniry-><Yen of individual national 
proletariats — did not primarily concern him and always remained on 
the periphery of his interests Jc meant that it was to much easier for 
him to create the hypernational socialist religion and to conceive of 
~ an international proletariat the component parts of which were in 
principle at least, much more closely wedded to each other than each 
of them was to 10 own co-nationah of a different class Anyone could 
in cold logic have framed this obviously unrealistic conception and 
all that it implies for the interpretation of past history and/or the 
views of Marxist parties on foreign policy But then it would have 
bad to contend with all the affective influences exerted by the njj 
tional environments and could never have been passionately em 
braced by a man tied to a country by innumerable bonds No such 
bonds existed for Marx Having no country himself he readily con 
vinced himself that the proletariat had none 
^Ve shall presently see why— and how far — this teaching survived 
and what, under varying circt/muaaces, K was zssde to mean Marx 
31a 
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hiins'“l£ no doubt accepted its non interventionist and pacifist impli 
cations He certainly thought not only that "capitalist wars ' were of 
no concern to the profetanat but al«j that they were the means of 
subjugating it still more completely The concesion he may be held 
to have made, it, that participation m the defense of ones own 
country against attack is not incompatible with the duties of the 
faithful, obviously was no more than a very necessary tactical device 
Third, whatever his doctrine may have been,* the uprooted hour 
geois had democracy in his blood. That is to say, belief in that part 
of the bourgeois scheme of values which centers m democracy was 
for him not alone a matter of the rational perception of the condi 
lions peculiar to the social pattern of his or any other time Nor was 
It merely a matter of tactics It is true that socialist activities (and 
his personal work) could not have been tamed on, not with any 
comfort at all events, in any environment professing other than 
democratic principles as then understood Save in very exceptional 
cases, every opposition must stand for freedom — which for him meant 
democracy— and throw itself on the mercy of ' the people ’ Of course 
this element was and in some countries u even now very important 
This u precuely, as I have pointed out, why democratic professions 
by soaahst parties do not mean much until their political power 
becomes great enough to give them a choice of an alternative, and 
why they do not, in particular, avail to establish any fundamental 
relation between the logic of soaalism and the logic of democracy 
But u nevertheless seems safe to say that for Marx democracy was 
above discussion and any other political pattern below it This much 
must be granted to the revolutionary' of the 1848 type * Of course it 
was out of the question for him to accept so important an artide of 
the bourgeon faith as it stood That would have uncovered a most 
inconveniently large expanse of common ground. But we have seen 
in the preceding part that he knew how to meet this difficulty by 
boldly damung that only soaahst democracy si'as true democracy and 
that bourgeois democracy was no democracy at all 

2 Such then was Marx s political apriort * No need to emphasize 
that It was totally different from the apnons of the average English 
socialist not only of his own but of any lime — so different as to render 
mutual sympathy and even full mutual understanding almost impos- 
<.^le, quite uxespeaive of Hegelianism and other doctrinal bamers 
'iimB. -iiStcKtcx 'wlli. 'JanAvUt rtclh hxeca. -fx 'wt xumpare 'Mtarx to 

1 See ch. xx and 

'The eaouonal anitude acquired m 1848 aho made it quite impossible for him 
to understand let alone U> do justice to the non-democratic regime that exiled 
him D spassionate analysis could not have failed to reveaf its achievements and 
possibtkties But such analysis was >a this case quite beyond his range 

• No language that I know officially admits th« word as a noun To make it one 
u however a very convenient solecum. 
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another German intellectual of very umilar background Ferdinand 
Lassalle 1864) The soon of the laroe race the product of the 
same stratum molded by a closdy suniUr cultural tradition similarly 
conditioned by the expenences of 1846 and by the ideology of bourgeois 
democracy Lassalle yet differs from Marx in a manner that cannot be 
explained wholly by the personal etjuation Much more vital than 
this was the fact that Marx was an exile and Lassalle was not Lassalle 
never cut himself off from hi$ country or from classes other than the 
proletariat He never was an internationalist like Marx By prole- 
tariat he meant primarily the German proletariat He had no objecuon 
to cooperation with the state that was He did not object to persona) 
contact with Bismarck or with the king of Bavaria Such things are 
important more important perhaps than the most profound doc 
trinal differences important enough to produce different kinds of 
soaalism and irreconcilable antagonisms 

Let us now take our stand on Marxt apnon and survey the polit 
icai data that confronted him 

At first the huge industnal masses of which Marx wrote and 
thought existed nowhere except in England. Even there the chartist 
movement having petered out by the time he had found h» bearings 
the working class was becoming increasingly realistic and conservative 
Disappointed by the failure of earlier radical activities the men were 
turning away from flashy programs and from tongs about their right 
to the total product They soberly embarked upon an attempt to 
inorease their share in it llie leaden were cautiously trying to estab- 
lish CO buttress and to increase the legal status and the economic 
power of the trade unions within the poliiical framework of bourgeois 
society On principle as well as for obvsouT tactical cons derations 
they were bound to look upon revolutionary ideas or activities as a 
nuisance and as a stupid or fnvolous sabotage of labors serious bust 
pcss Also they concerned themselves with the upper stratum of the 
working class for the lower they harbored feelings that were akin 
to contempt 

In any case however Marx and Engels circumstanced as they were 
and being the types they were could never have thought of going 
forth in order to organize the industrial proletariat or any particular 
group of It according to ideas of iheir own All they could hope for 
was contact with leaders and with the union bureaucracy. Beholding 
on the one hand that attitude of the respectable woriiiun and on^ 
the other hand the altitude of the fthen) unorganizable mob of ihe 
b g cities with which they hardly wished to art * they faced a dis- 
agreeable dilemma They could not fail to recognize the importance 
of the trade union movement that was about to accomplish step by 

* Marxians are c should be rensenbercd qn (e prone to speak ot t proletarian 
mob (LumptnpraUiaridt) 
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step, the giganuc lasi o! or^niang the trmses into something like 
an articulate class, that u to say, to solve the problem which they 
themsehes felt to be the most impottant of all But, being completely 
out of It and realizing the danger that this class might acquire 
bourgeois standing and adopt a bourgeou attitude, they were bound 
to dislike and to distrust the trade unions as much as they were dis- 
liked and distrusted — as far as they were noticed at all — ^by them 
They were thus driven back upon the position that has become 
characteristic of classical soaalism and that, though much reduced in 
importance, to tin* day expresses the fundamental antagonism be- 
tween the socialist intelleauals and labor (which may m important 
cases be roughly equated to the antagonism between soaalist parties 
and trade umons) For them, the trade-union movement was some- 
thmg to be converted to the doctrine of class i«ar, as a means of such 
comersion, occasional cooperation with it s*as proper for the faithful 
whenever labor troubles radicalited the masses and sufficiently wor 
ned or exated trade-union officials to induce them to listen to the 
gospel But so long as oomerston v-as not complete and in particular 
so long as trade-union opttuon remained on pnnaple averse to revtv 
luuonary or simply to political action, the movement was cot in a 
state of grace but on the contrary m error, misconceiving its own true 
ends, dduding itself with mvialiues that were worse than futile, 
hence, except for the purpose of bonng from within, the faithful 
had to keep aloof. 

Thu situation changed even during Marx's and sull more during 
Engels' lifetime. The growth of the industrial prolctanai that eventu 
ally made ft a power also on the Continent and the unemployment 
inodent to the depressions of that period increased their influence 
with labor leaders though they never acquired any direct influence 
on the masses To the end however n was mainly the intellectuals 
that supplied them the snatenal to work with. But though their sue 
cess in that quarter was considerable, the inielleciuals gave them 
still more trouble th?ii did the indifference, occasionally amounting 
to hosiihty, of the labor men. There was a fringe of soaalist mtel 
Icctuals that had no objection to' identifying themselves either with 
the trade unions or with soaal rrform of the bourgeois-radical or 
even the conservative type And these of course dispensed a very dif 
ferent socialism which, holding out the promise of immediate benefit, 
a dangerous compeutor There were moreover intelleauals, fore- 
most among them haa alle, who had conquered positions among the 
masses that were suU more directly compeuuve And finally there 
were intelleauals who went far enough as regards revolutionary ardor, 
but whom Marx and Engels quite nghtly looked upon as' the worst 
cnenues of senous soaalism — the ' putschists” like Blanqui, the dream 
ers. the anarchists and so on. Doonnal as w ell as tactical considera 
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uom rendered ii imperative to meet all of these groups with an 
undinchmg No 

3 Thai doctrinal background and that tactical situation made it 
extremely difficult for Marx to find answers for two vital questions 
which every follower or would be follower was sure to ask .the ques- 
tion of the attitude toward the poliaes of the bourgeois parties and 
the question of the immediate program 

As regards the first socialut parties could not be advised to watch 
bourgeois politics in silence. Their obvious task was to critiare capi 
lalist society to expose the masquerade of class interests to pome out 
how much better everything would be in the soculut paradue and to 
beat up for recruits to cxutciie and to organuc However a wholly 
negatue attitude though quite satufactory as a pnnaple would have 
been impossible for any party ot more than negbgible political im 
portance to keep up It would inevitably have collided with most of 
the real desiderata of organired labor and if persisted in for any 
length of time would have reduced the followers to a small group of 
politial ascetics Considering the inQuence that Manes teaching 
exerted right up to 1914 on the great German party and on many 
smaller groups u is interesting to see bow be dealt with this difficulty 

So far as he felt it possible to do so he took the only position that 
was logically unimpeachable Soaalisis must refuse to partiapaie in 
the sham improvements by which the bourgeoisie tried to deceive the 
proletariat Such participation— later dubbed Reformitm— spelled 
lapse from the Faith betrayal of the true aims an insidious attempt 
to patch up what should be destroyed. Disciples like Rebel who made 
the pilgrimage to ih* shrine after having thus strayed from the right 
path were soundly rated. It is true that Marx and Engels themselves 
had at (he time of their coramunut party of 1847 contemplated co- 
operation with left wing bourgeois groups Also the Communist 
Manifesto recognized the necessity of occasional compromises and alh 
ances just as it allowed that tactics would have to differ according to 
the circumstances of time and place So much was implied m the 
maxim enjoined upon the faithful to make use of all the antagonisms 
between the bourgeoisies of different countries and between bourgeois 
groups within every country— for this can hardly be done without a 
measure of cooperation with some of them But all that only amounted 
to qualifying a principle in order to upKoId it the more effectively 
In each case the exception had to be severely scrutmued the.pr^ 
sumption being always against it Moreover it was cooperation in 
cenaiirdefinite eraeigencies preferably revolutions that was envisaged 
rather than more durable alliance involving understandings in the 
orulnary run ot'poilutai’ilib wdicdungih'emdmgWijhrpumyin'tiK'' 
creed. 

How Marxuta should behave wjien confronted by a parucular 
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policy of the bourgeois enemy that dearly benefits the proletariat, 
we may infer from the example set by the master himself in a very 
important instance Free trade was one of the mam planks in the 
platform of English liberalism Marx \?as far too good an economist 
not to see what boon, in the circumstances of that time it conferred 
upon the working dass The boon might be belittled, the motives of 
bourgeois free traden might be reviled But that did not solve the 
^problem, for surely socialists would have to support free trade, par 
ticularly in foodstuffs Well, so they should but not of course because 
cheap bread was a boon — oh nol — but because free trade would 
quicken the pace of social evolution hence the advent of the social 
revolution The tactical trick is admirable The argument is moreover 
quite true and admits of application to a great many cases The orade 
did not say however what socialists should do about policies whidi, 
while also benefiting the proletariat, do not promote capitalist evo- 
lution — such as most measures of social betterment social insurance 
and the like — or which while promoting capitalist evolution, do not 
directly benefit the proletariat But if the bourgeois camp should split 
upon such questions the road was dear by virtue of the precept to 
make use of capitalist dissensions From this angle Marx would also 
have dealt with reforms sponsored in opposition to the bourgeoisie 
by extra bourgeois elements such as the landed aristocracy and gentry 
although, in his schema of things there was no separate place for 
'' this phenomenon 

The second quesuon was no less thorny No party can live without a 
program that holds out the promise of immediate benefits Butrin 
stnrt logic hfarxisra had no such program to offer Anything positive 
done or to be done in. the vitiated atmosphere of capitalism was ipso 
facto tainted Marx and Engels were in fact worrying about this and 
always discouraged programs that involved constructive policy within 
the capitalist order and inevitably savored of bourgeois radicalism 
However, when they themselves faced the problem in 1847 they reso- 
lutely cut the Gordian knot The Communist Manifesto quite illog 
ically lists a number of immediate objeas of socialist ^hcy, simply 
laying the soaalist barge alongside the liberal liner 

Free education univenal suffrage suppression of child labor, a 
progressive income tax, nationalization of land banking and trans 
portation, expansion of state enterprise, reclamation of waste lands, 
^mpuUory industrial service for all the spreading out of industrial 
centers over the country — all this clearly measures the extent to whidi 
(at that time) Marx and Engels allowed themselves to be opportunist 
though they were inclined to deny the privilege to other socialists 
For ihe'Stiiking thing about this program 1$ the absence of any plank 
that we should recognize as typically or exclusively socialist if we met 
it in another entourage, any sin^e one of them could figure in a non 
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socialist program — even the natjonalizalion of land has been advo- 
cated on special grounds by othenvise bour^is writers — and most 
of them are simply taken from the radical stockpoi Thu was of course 
the only sensible thing to do But all the same it was a mere make* 
shift obViousIy intended to serve no other purpose thad that of 
co%enng an embarrassing practical weakness Had Marx been inter 
ested in those items tor their osvn sake, he would have had no altcma 
live but to coalesce with the radical wing of bourgeois liberalism As 
n was they mattered little to him and he felt no obligation to makf 
any saaifice for their sake, had the bourgeois radicals cametfihcm 
all thu would presumably have come to hfarx as a very duagreeable 
surprue 

4 The same prmaples, the same taaits and similar political data 
produced jhe Inaugural Address to the International \VoTkmen s Asso- 
ciation (the First International') in 1664 The foundation of the 
latter meant indeed a great stride beyond the German ArbeiterbiJ 
dungsveMn of 1847 or the httle international group of the same vvar 
It was of course no organuatton of soaahst parties — though forjR 
stance the two German ones joined, the Lassallean Allgemetner 
Deulteher ATbetlerveretn speedily te3igned»-and still less an inter* 
national organuatton of the proletariat But labor groups from many 
lands and o( many types were actually represented and even English 
trade unions showed interest enough to bear for a time in a rather 
noncominmal way and with an eye to possible immediate advantages, 
with a somewhii uncongenial alliance George Odger figured among 
the founders* The large claims made by the Assoaation and some 
of Its historians cxmceming tts role in the revolutionary movements 
and the mayor labor troubles of the tune will bear discounting But 
if it eSected little and never led or controlled, it at least offered 
unifying phraseology And it established contacts that in the end 
might have raised it with the kind assistance of jis bourgeois enemies 
who were foolish enough to adveiiise for it, to a position of real im 
poriance In the beginning all went fairly well and the first four 
congresses were distinctly successful certain unsocialist inadents, 
such as the socc upholding the principle of inheritance being tact 
fully oserlooked by the orthodox members Bakunins invasion (1869) 
and expulsion (iSys) however dealt a blow from which the A»oaa 
tion proved unable to recover though it lingered on ull 1874 

Marx was from the first aware ol the possibilities and of the dangers 
inherent in that caravanserai which held intellectuals of doubtful^ 
standing alongside of labor men obviously determined to use the 

<r«CTt icveii pvwiArrff ^ «>ivw3 Tia} » Jof 

t nee he had been one o{ the nost prom nent promoieis of federatloo and amatga 
ma on among trade un ons an organ icr oC ihe London Trade Counol and a 
lead ng officer of the reform league for tbe cnfranchuemetu of urban Korkers. 
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Association or to disown it according to arcumstances They were 
the possibilities for 'which, and the dangers against which he had 
always fought The first task was to keep the oi^nuation together, 
the second to impart to it the Marxian slant, both to he solved in 
the face of the facts, that his personal followers were always a minority 
and that his mfiuence on the other members was much smaller than 
might be inferred from his being drafted — or rather allowed — to make 
the program address In consequence this address contained conces 
sions to un Marxian views similar to those which Marx himself was 
shocked to find in the Gotha program of the German Social Demo- 
crauc party (1875) Similarly, judiaous maneuvering and compromise 
were much in evidence ever after — the sort of thing that once made 
Marx exclaim in semi humorous despair Je ne suis pas Marxists " 
But the meaning of compromise depends upon the man by whom and 
the spirit in which it is made He who cares only for the trend may 
put up with many deviations Evidently Marx trusted himtlf to keep his 
trend steadily m view and to find hu way back to it after each devia 
lion But vfc shall undeniand that he felt misgivings when he saw 
othen playing the same game There was thus more than mere egotism 
both m his tactical shuffling and in bis venomous denunoations ol 
other people s shuffling 

Of course both the tactics and the principle of what has ever since 
remained the classical policy of orthi^ox soaahsm are open to criti 
cum The tactical example set by Marx left followers free to justify 
practically any course of action or inaction by some move or dictum 
of the master The principle has been denounced for pointing a way 
that led nowhere All the more important is n to realize its rationale 
Marx, believed m the proletarian revolution He also believed — ^though 
his own doctrine should have made him doubt this — that the right 
moment for it was not far off, just as roost early Christians beKeved 
that the day of judgment was at hand Therefore, his political method 
was indeed founded upon an error of diagnosis Those intellectuals 
who extol his political acumen* fail enurely to see the amount of 
wishful thinking that entered into hw practical judgment But the facts 
within his horizon and his inferences from them being taken for 
granted that method does follow as do his views on the subject of 
immediate results and on the table fellowship with bouigeois re 
formers To found a homogeneous party based upon the orgamied 
_;-proletariat of all countries that would march toward the goal without 
‘^smg Its revolutionary laifti anS. getting its powder wet on the road 
was from that standpoint indeed the task of paramount importance'' 
compared with which everything else was nugatory 
•See for insuno: Benedetto Crooc Uaterxiiumo Stonco e^Economia Manuia, 
tmulauon by C M Meredith 1914 
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FROM 1875 TO 1914 


I Encush Developments ano the Spout of Fasianum 

T jiere u some symbolic significance in these two dates The year 
1875 saw the birth W the first purely socialist party that was. 
powerful enough to~cQunt as a faaor in politics This momentous 
event came to pass through the merger of the two German groups — 
Lassalles group and another found-*d by Bebe! and Liebknecht in 
1869 — into the Social Democratic Party which, though at the time 
(Gotha program) it made considerable concessions to Lassalles creed, ^ 
eventually embraced hfarxitm (Erfurt program, 1891) and steadily 
fought Its way to the proud position it held in 1914 when like all 
socialist parties, it met the crisis of lu fate * Before commenting on the 
astounding development that brought a hfancnt party, without any 
compromue invomng sacrifice of prinaple, wiihin sight of parlia 
menury leadership, we shall glance at the course of events m other 
countries and first at the English sooalism of that period which on 
the surface oSen so striking and instructive a contrast to tt. 

Below the surface, there arc of course substantially similar soaal 
processes and, as parts of them, substantially similar labor movements 
The differences between the English and the German cases as to tone, 
ideology and tactics are easily explained Ever since the Owenite 
Grand National Consolidated Trade Union had broken down in 1854 
or since chartism had ebbed away, the English labor movement had 
ceased to chat any determined hostility Some of its economic aims 
were espoused by the liberal and ©then by the eonsenative party* 
The trade union acts of 1872, 1875 and 187S, for instance were passed 
without anything that could have stung labor into militancy More- 
over, the baule for enfranchisement was fought out by non socialist 
il.auaUes naui nMinisi was cv^nlutlon ot ibe wnkisen into tute aided pro* 
ducen cooperatives (bat were to compete with and in the end to el m nate 
private indniirr This so obyiously smacks of utopianism that it is not d Scull to 
understand Marx s aversion ^ 

*11 then held 110 cot cf 397 seau in the Reichstag and owing to the inability^ 
of the bourgeois groups to organiie great bomogeneous parties this meant eve^ 
mere than the figure in iuelf suggesu 

*The emergence of a pro labor attitude fn the conservative camp is patticularly 

•uriVHg- JViriV*»«<t“,ttHr'»lh'‘6*t«f'‘.Io*J;*-k*t7'.A»il7* 

the Young England group (Disraeltf Toty Democracy) may be mentioned by way 
of lUustntioa. 
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groups, the masses not having to do mudi except cheering and booing 
In all this, the superior quality of the rank and file of English labor 
stands out well ^ does the superior quality of English political so- 
aety after having prosed itself able to avoid an analogon to the 
French Revolution and to eliminate the dangers threatening from 
dear bread, it then continued to know how to manage social situations 
1 of increasing difficulty and how to surrender with some grace — witness 
the Trades Disputes Act of 1906* In consequence, the English prole- 
tariat took longer in becoming ‘ dass-consaous ’ or in getting to the 
landmark at whidi K.eir Haidie was able to organiie the Independent 
Labour Party (1893) But the nse of the New Unionism® eventually 
heralded a state of things that, barring verbaluation, did not differ 
essentially from the German one 

The nature and extent of such difference as there was will stand 
out most dearly if for a moment we look at the group whose aims 
and methods express it to perfection the Fabian Soaety Marxists 
will smile contemptuously at what to them must seem to be a gross 
exaggeration of the importance of a small group of intellectuals which 
never wished to be anything else. In reality the Fabians in England, 
or the attitudes they embodied, were just as important as were the 
Marxists in Germany 

The Fabians emerged in 1883 and remained for the whole of our 

*lt u difficult St the present tune t» realize bow tbu measure must bare struck 
people who still believM in a state and m a legal systeA that centered in the 
mstitution of private property For in relaxing the law of conspiracy in respect to 
peaceful picketiDg—whlcta pracucally amounted to legahzai on of trade union action 
implying the tbiut of force — and in ctemptiRg trade union funds from liability 
in actions for damages for torts — which practically amounted to enacting that 
trade unions could do no wrong— this measure in fact resigned to the trade unions 
part of the authority of the state and granted to them a position of privilege which 
the formal extension of the exemption to employers unions was powerless to 
aSect. Yet (he bill was the result oC the report of a Royal Commisston set up in 
1903 when the conservative party was in power And the conservative leader 
(Balfour) in a speech on the third reading accepted it without displaying any 
discomfort The political situatioii in 1906 no doubt goes far to explain this atu 
tude But this does ncH inval date my point 

• The New Unionism means the spread of legular and stable organizations which 
to the rmddle of the nineties were substanually ctzn&ned to the sVnied trades and 
had developed attitudes of professional pride and bourgeois respectability (some 
leaders of the eighties like Crawfend frequenUy empbasiz^ the gulf that separated 
the respectable people in the trade unions fiwn the proletarian mass) to the more 
"^lELless unskilled strata below them These fdt much less sure 0' their bar^mu\g 
power and were hence more amenable to soaalist propaganda and to the argument 
that smkes alone were unsafe weapons and that they should be supplemented by 
poliucal acuon There is thus an important link between (hat downward spread 
of unionism and the change in the tnde unions attitude toward pol tical actnicy 
on the one hand and toward soculism on the Other It was then— a few years after 
the great dock stnke of 1889— that trade umcm congresses began to pass soaalist 
tesoIuuoRS..- 
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period a small group ol bourgeoi* intelleoiiali,* TTiey hailed from 
Bentham and Mill and earned on t! ctr tradition They cmenamed 
the same generous hopes for humanity as the philosophical radicals 
had before them They went forth to work for rational reconstruction 
and improvement in the same spirit of practical progressivum 
They were careful about their facts which some of them took no 
end of trouble to collect by means of eatensivt research ^nd critical 
of arguments and measures. But they were quite uncritical as to the 
fundamentals cultural and economic of their aims These they took 
for granted which is only another way of saying that like good English 
men they took themselves for graniecL They were unable to sec the 
diBcrence betw’een a slum and the House of Lords ^Vhy both of 
these were obviously bad things thats common sense is it not? 
And greater economic equality or self-government in India or 
trade unions or free trade were no less obviously good things “ who 
could doubt It? All the thinking that was necessary was otl how to 
dean up the bad things and on how to secure the good things every 
thing else was irritating futility Smgle-mmded devotion to public 
service was as much in evidence in all this as was intolerance of other 
news about indiwdual and national value*->rn lu way quite as pro- 
nounced as was that of the Kfanustv—and an element of petty bour 
geois resentment against everything anstooatic tnduding beauty 
At first there was nothing behind the Fabiahs. They set out to per ' 
suade whoever would listen. They Icaured to wotbng-dass and to 
bourgeois crowds They pamphleteered ably and extensively They 
recommended or fought particular policies plans and bills The most 
important of all their avenues to influence however was their contact 
with individua] keymen or rather with individuals in ihe eniour 
age of political industrial and labor leaders Their country and their 
own social and political location in ibeir country offered a un que 
opportunity for establishing and exploiting such contacts 
English political society does not always accept outsiden advice 
but much more than any other soacty il is ready to listen toil. 
And some of the Fabians were not simply outsiders A few were able 
to avail themselves of connections formed in Oxford and Cambridge 
students unions and common rooms They were not living morally 
speaking on another planet Most of them were not straight enemiei 
of the established order All ol them stressed willingness to cooperate 
much more than hostility They were not out to found a party anfl 
greatl) disl ked the phraseolt^ of class war and revolution \Vhenever 
•The group wh ch never numbered mure than Iroto 3000 to 4000 members was 
really s 11 rmaller ihan u roembeiaWp Ind tales. Tor the operal ve nucleus 
amounted to no more than to or 10 per ceiit ot t IT s nucleus was bourgeois tn 
background and tndn on and also in another respect most of its members were 
eroncus tally independent at least 10 ibe aenae that they bad a bate tompetence 
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possible they preferred making themselves useful to making them 
selves a nuisance And they had something to offer to the parliamen 
tarian or adrmmstrator ivho often welcomed suggestions as to what 
should be done and how to do it 

A modem cabinet minister can in general find within the walls 
of his ministry most of the mlormation and suggestions he needs 
In particular Jie, can never suffer from lack of statistics That was 
' not so in the eighues and nineties With rare exceptions avil servants 
of all ranks knew their routine and little else Outside of the lines of 
established policies the parliamentarian in office still more the parlia 
mentarian out of office was often hard up for facts and ideas es 
peaally in the field of the new soaal problems A group that had 
them in stock and was always willing to serve them up neatly arranged 
and ^dy for use from the treasury or any other bench was sure to 
have entree especially by the badidoor The avil service accepted 
this And not only that being to a considerable extent in sympathy 
with at least ^he immediate aims of the Fabians it allowed itself 
to be educated by them The Fabians m turn also accepted this role 
of unofficial public servants In faa n suited them perfectly They 
isere not personally ambitious They liked to serse behind the scene 
Action through the bureaucracy whose growth m numbers and m 
poster they foresaw and approved fitted in very well with the general 
scheme of their democratic state soaalum 
But host — so Marx would have asked and so the little group of Eng 
lish Marxists (Hyndmans Democratic Federation bom m 1881) actu 
ally did ask — could that kind of achievement ever amount to anything 
if mdeed it did not amount to conspiracy with the political expo- 
nents of the bourgeois interests? How could it be called socialist at all 
and if so was this not another edition of utopian soaahsm (in the 
Marxist sense defined above)? It is easy to visualue hoiv perfectly 
nauseating Fabians and Marxists must have been to each other and 
how heartily they must have despised each other s illusions though 
it was the prartice of the Fabians to avoid the discussions of funda 
mental prmoples and tactics in which Marxists delighted and to bear 
with the latter in an attitude of slightly patronizing sympathy Yet 
for the detached observer there is no difficulty in answering these 
questions 

Socialist endeavor of the Fabian type would not have amounted to 
^ Anything at any other time But it did amount to much during Ihe 
three decades preceding 1914 because things and souls were ready for 
that kind of message and neither for a less nor for a more radical 
OM Formulation and organization of existing opinion were all that 
was needed m order to turn possibilities into articulate policy ahd 
this organizing formulation the Fabians provided in a most work 
m a n like manner They were reformers. The spine of the times made 
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socialists of them They were genome socialists because they aimed 
at helping in a fundamental reconstrucuon of society which in the 
end was to make economic care a public affair They were voluntanst 
socialists and therefore they would at any earlier stage have come 
within the Marxian concept of utopists But as it was they had their 
bearings waiting for them so that the implications of that concept did 
not fit their case From their sundpoint it would have been nothing 
short of madness to rouse the boutgeots quarry into awareness of 
danger by talking about revolutions and class wars The awakening 
of class consaousness was precisely what they wanted to avoid at 
least at fint since it would have rendered impossible the peaceful 
but effeaive spread of their pnnaples throughout the political and 
adrninisirame organs of bourgeois society When things had suffi 
acntly matured they did not hesitate to help the Independent Labour 
party into existence to cooperate with (and on) the Labour Repre- 
sentation Committee of 1^00 to start the trade unions on their poliucd 
career lo shape the course of the Prc^^itssive party m the London 
County Council to preach first muniapal and then general socialism 
—and etentually the virtues of the soviet system 
No doubt there is a side to all thu which it would be easy to make 
the sub]ea of adverse comment. But after all if they never issued 
a resounding declaration of war more Marxiano and never told the 
quarry exactly what they were going to do to it they also never under 
took to pro ^ It Another atticism that might be leveled against the 
Fabians from the opposite standpoint vit. that their modus pro- 
cedendi courted the ^nger of getung stuck in the outlying defenses 
of the capitalist system and that it might never lead to the grand 
pitched battle fails to take account of their peculiar attitude On 
their behalf it an be replied that if par Vimpouible their attack on 
the apitalisi system succeeded in reforming it suffiaemly without 
killing It why that would only be a maita for congratulauon And 
as to the piu±ed battle they arowacd their revolutionary mtia in 
advance by adopting with singular felicity the name of the Roman 
general who for all his cucutnspecuon did more than any of his 
impetuous predecessors had done toward driving Hannibal from Italy 
Thus though It might be said with truth that, in the matter of 
class war as in others Fabuiusm is the very opposite of Marxism it 
ra ght also be held that the Fabians were m a sense better Marxis^ 
than Marx was himselL To concentrate on the problems that arc 
within practical politics to move m step with the evolution of things 
social and to let the ultimate goal uke care of itself is really more in 
accord* witfi Kiarxs fundamenoi’ c*cirtmr lifcor uhr iWcnbnmnaT’ 
ideology he himself grafted upon it To have no illusions about an 
unnunent aiastrophe of apitalism to realize that socializauon is 
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a slow process which tends to transform the attitudes of oil classes 
of soaety, even sfiells superiority in fundamental doctrine 

II Sweden on the One Hand and Russia on the Other 
Every country has its own soaalism But things did not diflcr 
greatly from the English paradigma m those continental countries 
whose contnbutions to humanity s fund of cultural values is so 
stnlingly out of proportion to their sue— the Netherlands and the 
Scandinavian countries in parucular Take Sweden for an instance 
Like her art, her science, her pohtia her soaal institutions and much 
besides, her soaalism and her socialists owe their distinction not to 
any peculiar features of pnnaple or intention, but to the stuff the 
Swedish nation is made of and to its exceptionally well balanced social 
stniaure That is why it is so absurd for other nations to try to copy 
Swedish examples, the only effective way of doing so would be to 
import the Swedes and to put them in charge 
The Swedes being the people they are and their soaal structure 
being what it u, we shall have no difficulty in undemanding the two 
outstanding charaaemues of their soaalism The toaslist party, 
almost always ably and consaentiously led, grew slowly in response 
to a sery normal soaal process, without any attempt to push ahead 
of no*mal development and to antagonue for the sake of antagonizing 
Hence its nse to poliucal power pr^uced no convulsions Responsible 
office came nacuially to its leadm who were able to meet the leaders 
of other parties on terms of equality and largely on common ground 
to this day, though a communist group has of course developed, the 
differences in current poliua reduce to such questions as whether 
a few million kroner more or less should be spent on some soaal pur 
pose accepted by all And wiihin ihe party, the antagonism between 
intellectuals and labor men only shows under the microscope pre 
asely because, owing to the lescl of both, there a no great cul 
tuial gulf between them and because, the Swedish social organism 
pioduang a relauvcly smaller supply of unemployable intellectnals 
than do other social orgaiusms, exasperated and exzspmutng jntel 
lectnals are not as numerous as they are eliewhere. Thu u some 
tunes described as the "enervating control" exerted by trade uniont 
over the aoaalist movement xn general and over the party in panicu 
lar To observers steeped in the phraseology of enrrent radicalitm, 
'■fiiu maj well seem so But ihu diagrosu entirely fails to do justice to 
the soct^ and raoal env ir on m ent of which rot only the hlyyr men but 
also ihe intellectnals are the pnjducts and sirhich prevents l>oth /{ 
them from exaltmg their socialism into a religion. Though room night 
be found n Marx’s teaching fo- such patterra, the xren/- Marxist can- 
not of course be expected to look with favor upon a socalnt party of 
the Swedah type, o' even to admit that it etrlodiej a geratKe ctv H 
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socialist endeavor Swedish soualists in turn were very lightly tinged 
with Marxism though they frequently used language that conformed 
to what was then considered socialist etiquette, especially m their m 
ternational relations with other soaaltst groups 
On the other end of the scale, in Russia we find a socialism that 
was almost purely Marxist and hence enjoyed that favor to the full, 
but 1$ no less easy to undentand from its environment Tsanst Russia 
was an agrarian country of laigely pre-capitalist complexion The m 
dustnal proletariat, so far as u ivas a^essible to the professional 
socialist formed but a small part of the total population of about 150 
millions.^ The commercial and industrial bourgeoisie, correspondingly 
weak in numbers was not much more efflocnt than was anyone eUe, 
though capitalist evolution fostered by the government was rapidly 
gathering momentum Inserted into this struaure was an intelligentsia 
whose ideas were ^ foreign to the soil as were the Paru dresses of 
Russian society women ^ 

To many of the intellectuals, the form of government then pre* 
vailing^an absolute monarch (autocraior) heading a huge bureauc* 
racy and allied with the landed aristocracy and the church>^was of 
course abomination. And public opinion all over the world has ac 
eepted their reading of history Even writers most hostile to the regime 
that followed upon that of the tsan invariably make haste to assure 
their readers that they are duly horrified at the monstrosity of tsansm. 
Thus the simple truth has been entirely lost in a mate of cant phrases 
As a matter of fact, that form of government was no less appropriate 
to the social pattern that had produced it than was the parliamentary 
mdnarchy in England and the democratic republic in the United 
States Tlie performance of the bureaucracy considering the condi 
tions under which it had to work, was far above what the world has 
been made to believe its social reforms agrarian and other, and its 
halting steps coward a diluted type of constitutionalism were all that 
could have been expected in the circumstances It was the imported 
radicalism and the group interest of the intellectuals that clashed 
with the spirit of the nation and not the tsarist monarchy which on 
the conuary had a strong hold upon the vast majority of all classes 
From this two conclusions follow which at first sight seem para 
doxical though no serious student of history will consider them so 
On the one hand any big or sudden move in the direction desired 
by those liberal lawyers doctors professors and civil servants that 
formed the Kadet party (the party of the Constitutional Democrats) 
was impossible not so much because their program was inacceptable 
to the monarchy as because they were so neak Admitting them 10 
poHer would have meant admitungan clement that commanded not 
more but less support among the masses and was not more but less 
*la >905 taciory cmplojnneoi amounted to about one millioo and a half. 
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xn sympathy with^eir feelings and interests than were the groups 
that ran tsarism There "was no scope for a bourgeois regime let alone 
a socialist one And there was no analogy between the French situa 
tion of 1789 and the Russian situation of 1905 The social structure 
that crumbled in 1789 was obsolete, stood in the way of almost every 
thing that had any vitality in the nation, and was unable to cope widi 
the fiscal, economic and social problems of the hour This was not so 
in the Russia of 1905 There had been loss of prestige owing to the de 
feat suffered at the hands of Japan and there were disaffection and 
disorder in consequence But the state proved itself equal to the tasks 
not only of suppressing the disorder but also of attacking the problems 
behind it. In France the result was Robespierre, in Russia it was 
Siolypin This would not have been possible \f the life had gone out 
of Isarism as it had gone out of the French ancten regime There is 
no reason for assuming that but for the strain the World War put 
upon the social fabric, the Russian monarchy would have failed to 
transform itself peacefully and successfully under the influence of, 
and m step with, the economic development of the country • 

*Thu aoalysis of coune nises qt.esuons of great interest eemceming the nature 
of what we are in the habit of c^lmg hutonol necesniy on the one hand and 
of the role in the historical process of the quality of individual leadenhip on the 
other It would I think b« dtfi&aiU 4 o tiotd that Ruuia was driven into the war 
by inexorable necessity The interests at stake in the Serbian quarrel were not of 
vital importance to uy the lease The domestic situation in 1914 was not such as 
to enforce a policy of military aggression as a last resort The former no doubt 
actuated nationalists tbelacter some (not all) of theextreme reactionaries andbotha 
number of individuals and groups wiUi axes to grind But a modicum Of common pru 
dence and firmness in the last of the tsars could no doubt have averted paiiiapa 
uon in the war It would have been more diSculi but it cannot be called 
impossible to avert catastrophe later on when the situation had declared itself 
and when after the battle t 4 Gorlice all hope for military success had gone. £ven 
after the dovmfall of the monarchy it is by no means certain that the Kerensky 
government could not have saved (he situation by carefully husbanding its re 
soured and refusing to yield to the importunity of the Allies instead of ordering 
that desperate last attack But carrst soaeiy before the bourgeois revolt and 
bourgeois society after it watched the approaching doom in a state of panlvsis 
that was as unmistakable as it is difficult to explain Now the presence of group 
wise incompetence in (be one camp and of ability and energy in the other cannot 
of course Ik attributed to chance But in this case the incompetence of the old 
regime merely amounted to its being not equal to a situation of complete dis 
organixation and this situation could doubtless have been avoided 
'tlTie reader will hardly expect to find that my analysts of Russian soaalism and 
‘ i environmental conditions agrees with Trotsky s (Histot> of the Russian Revolu 
i . on , Engl sh translation by M Eastman 1954) All the more significant is the 
fact that the two do not differ tola coelo and that in particular Trotsky consid- 
ered the question what would have happened if the revolutionary movement had 
impinged upon a “d llerent tsar It u true that he d smisses the obvious inference 
tjom considerations of that order But he rect^izes that the Marxist doctrine does 
not constrain us to neglect the element of personality though he does not seem 
to admit the full importance of It for a diagoosis of the Russian revolution 
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On the other hand it was preasely because of the fundamental 
stability of the social structure that the intellectuals who could not 
hope to prevail by anything hie normal methodls were dnven into a 
desperate radicalism and into courses of criminal violence. Theirs was 
the kind of radicalism whose intensity is in inverse proportion to ns 
practical possibilities the radicalism of impotence. Assassmations. 
might be futile and productive of nothing but repression but iher^ 
H'as not much else to do The brtitahty of the methods of repression 
m turn produced retaliation and thus that tragedy unfolded the 
tragedy of cruelty and crime incessantly reinforcing each other which 
is all that the world saw and felt and which it diagnosed as we should 
expect. 

Now hfarx was no putschist For some of the antics of Russian 
rcsolutionaries espeaally for those of the Bakunin type he harbtTred 
as much hatred as is compatible with contempt Moreover he should 
hate seen — ^perhaps he did see — that the social and economic struc- 
ture of Russia failed to fulhli every one of the conditions which ac 
cording to his own doctrine are essentul for the success and even for 
the emergence of hu type of socialism. But if on logical grounds 
this should have prevented the Russian intellectuals from emhraang 
his teaching we shall understand readily why on the contrary it was 
a tremendous success with them They were— more or less seriously— 
revoluiionanes and they were at loose ends Here was a revolutionaiy 
gospel of utuurpassable force Marxs glowing phrases and chihastie 
prophecy were exactly what they needed in order to get out of the 
dreary desert of nihilism Moreover this compound of economic 
theory philosophy and history suited the Russian taste to perfection 
Never mind that the gospel was quite inapplicable to their case and 
really held out no promise to them The believer ^always hears what 
he wants to hear no matter what the prophet actually says The 
further removed the actual situation was from the state of maturity 
which Marx visualized the more ready were the Russian intellectuals 
— .not only the professed socialuts among them — to look to him for a 
solution of their problems 

Thus a hfanust group eme r ged as early as 1883 to evolve into the 
Social Democratic party in 1898 Leadership and at the beginning 
membership were primarily intellectual of course thou^ suSaent 
success attended the underground organizing activity among the 
masses to enable sympathetic observers to speak of a fusion of laber 
groups under Marxist leadership This accounts for the absence of 
many of the difficulties met by other Marxist groups in countries 
with strong labor unions In any case at first the workmen who en 
cereii the organuation accepcnf cAe tateHectash iVaArrhrp tivik zfte 
utmost doaliiy and hardly even pretended to deade anything for 
themselves In consequence developments m doctrine and in action 
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were on stnctly Marxian lines and on a high le>el Naturally this 
drew the blessings oI the German defenders of the faith who, be- 
holding such disarming virtue, evidently felt that there must be some 
exceptions to the Marxian thesis that serious sooalism can sprmg 
only from full fledged capitalism Plekhanov, howeser, the founder of 
the group of 1885 and the leadmg figure of the first tvio decades 
whose able and learned contributions to blarxist doctrine commanded 
umversal respect, really accepted this thesis and therefore cannot have 
hoped for the early realisation of soaalum While valiantly fighting 
the good fight against reformism and all the other contemporaneous 
heresies that threatened the punly of the faith, and while upholding 
belief m the resolutionary goal and method, this true Marxist must 
have felt early misgivings at the nse, within the party, of a group 
that seemed bent on action in the iimnediate future, though he sym 
pathized with it and Viith its leader Lenin 

The inevitable conflict that split the party into Bolshevihs and 
Mensheviks (1903) meant something much more senous than a mere 
disagreement regarding tactics such as the names of the two groups 
suggest At the tiroe no observer however experienced could have 
realized fully the nature of the nft. By now the diagnosu should be 
obvious The Marxist phraseology which both groups retamed ob- 
scured the fact that one of them had irrevocably broken away from 
I classical Marxism. 

Lenin had evidently no illusions conceming the Russian situation 
He saw that the tsarut regime could be successfully attacked only 
when temporarily weakened by milttary defeat and chat in the en 
suing disorganizauon a resolute and ueU-discipIiDed group could by 
ruthless terror overthrow whatever other regime might attempt to 
replace it. For this contingency, the likelihood of vfhich he seems to 
have realized more clearly than did anyone else, he v.-as resolved to 
prepare the appropriate instnimcnL He had little use for the semi 
bourgeois ideology about the peasants — ^who of course in Russia consu 
tuted the relevant soaal problem — and suU less for iheones about the 
necessity of waiting for the workmen to nse of their own miuative m 
order to accomplish the grand revoluUon. IVTiat he needed was a 
welllramed bod)guard of revolutionist janissaries, deaf to any argu 
ment but his own, free from all inhibitions, impervious to the voices 
*^1 reason or humamiy Under the circumstances and in the requmie 
'“juality such a troop could be rccniiied only from the inlellectual 
stratum and the best material available was to be found viithm the 
party His attempt to gam control of the latter therefore amounted to 
an attempt to destroy its very soul The majority and their leader, 
L. Martov must have felt that He did not cnticiie Marx or advocate 
any new departure He resisted Lemn in the name of Marx and stood 
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for the Marxist doctrine of a proletarian mass party. The novel note 
was struck by Lenin. 

Since time immemoria!, heretics have invariably claimed that they 
were not out to destroy whatever gospel they found in possession but, 
on the contrary, that they were trying to restore its pristine purity. 
Lenin, adopting the time-honored practice, exalted and outMarxed 
Marx instead of renounang allegiance. At the most, he gave the lead 
implied in the phrase that became so popular with 'I'rotsky and 
Stalin, “Marxism in the epoch of imperialism" And the reader will 
readily see (hat, up to a certain crucial range, it was not difRcuh for 
Lcnm to adopt both form and matter of unadulterated Marxism. Yet 
u IS no less easy to see that from this stronghold he sallied forth to 
occupy an essentially un hfarxian position. lln*Marxian was not merely 
the idea of socialization by pronunctamiento in an obviously imma- 
ture situation, much more so was the idea that "emancipation" was to 
be not, as the Marxist dogma has it, the work of the proleianac iuelf 
but of a band of intellectuals officering the rabble* This meant more' 
than a diderent view about agitatorul praaice and compromises, more 
than a disagreement on secondary poinu of kfarxist doctrine. This 
meant divorce from iu innermost meaning'* 

*Ai a tnst(«r o( (set, conuet »Ub amiftal eUmenU wm fonned. though not by 
Lenin himself but by the lieuienints «n the <i>ot Thb led i» the sctlvity of the 
"ex s' fthock groups engaged In prseticsl expropiiationt," i*>. holdups) both in 
RuHis proper and In Poland Thu srat pure pnpierdom though western Intel 
ieetuels swallowed an apciogetle "theory’ «( it. 

>*for our purpose it u not oetessary to comiseDt further on the details of a 
srell known story Tho following msarb wtll suflSce. Lcnm did not succeed m 
subjugating the Russian sodatut patty whose leaders on the contrary drew away 
f(om him as time went on the difllculty oC ifseir snuaiion. artimg from their wish 
to keep up something like a untied front sntbout Jettisoning their principles is 
well illujirated by Plekhanovs vaallaiiom Bui Lenin did succeed In keeping hii 
group together, in curbing it into obedieswe and in adjusting lu course to the 
problems raised by the revolt of 1905 and its afieitnaih including the presence of 
a Leninist element in the Duma, At the same time, be succeeded in keeping 
contact with and standing in the Second International (see below) o( which he 
aitended three congresses and in whose bureau he for a time repreteniefl the 
Russian party This would hardly have been possible if his views and activities 
had been allotted <0 impress (he rrpresenudves of the ocher nations as they im 
pressed the majority ot Ruuian sooaUsts As wu that body and western socul- 
lit opinion in general looked upon him simply as the outsunomg figure in the 
left wing o{ orthodoxy and bore with him and hii unbending ealremism, admiring 
him in some respects and not taking him too tCTiousIy in others Thus in his sphere 
ot politics he played a double role that was not without analogy with the doubUi 
role oi the tsarist regime whose luternatlonal altitudes (as exemplified by iu 
sponsoring international arbilrauoo ^nd security) also differed considerably from 
Its aiuiudes at home 

Noiher these athievemenu nor bis contnbulions to socialist thought— most d( 
nlwrr utMImalV imndoiTe- ,{«• Jy .the mef, *e«r Ahra* Jif XwuV,>}V— iViniiW .h?.><r 
secured him a place in the froerf rank of tocialnu Crealneii came after Ruma a^ 
breakdown in the World Wat and was as much the result of a unique combina-'” 
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III SociAnsT Groups in the United States 

In the United States a totally different social pattern ‘Jiro^ed as un 
favorable as was the Russian to the growth of a genuinely soaalist 
Tna« movement Thus the two cases present similarities that are no 
less interesting than the differences If the agrarian world of Russia, 
m spite of the streak of communum inherent in the struciurejif the 
Russian village, was practically impervious to the influence of modem 
soailism, the agrarian world of the United States provided an anti 
soaalut force tlQl stood ready to make short work of any activities 
on Marxist lines important enough to be noticed by it If the m 
dustnal sector of Russia failed to produce a significant socialist mass 
party because capitalist evolution was so sluggish the industrial sector 
of the United States failed to do so because capitalist evolution rushed 
on at such a vertiginous pace ” 

The most important difference was between the respectne intel 
leaual groups unlike Russia the United States did not, until the 
end of the nineteenth century produce an under-employed and 
frustrated set of ititellectuals The scheme of values that arose from 
the national task of -developing the economic possibilities of the coun 
try drew nearly all the brains into business and impressed the busi 
nessman's attitudes upon the soul of the nation Outside of New 
York, intellectuals in our sense were not numerous enough to count 
Most of them moreover accepted this scheme of values If they did 
not Mam Street refused to listen and instinctively frowned upon 
them, and this was much more effective in disciplining them than 
were the methods of the Russian political police Middle-class hostility 
to railroads, utilities and big business in general absorbed almost all 
there was of “revolutionary energy 

The average competent and respectable workman was, and felt 
himself to be, a businessman He successfully applied himself to ex 
ploiting his own individual opportunities, to getting on or, in any 
case, to selling his labor as advantageously as possible He understood 
and largely shared his employers way of thinking When he found it 
useful to ally himself with his peers within the same concern, he did 
so m the same spint. Since roughly the middle of the nineteenth 

;-Uon o( circumstancs that made his w-apons adequate as the result of his supreme 
^ability In handling them In this respect though in no other Professor Laskis 
proskynetis in the Eneyelopaedia of the SoHal Saenees (artide Ulyanov) is fully 
understandable provided of course that intdleauab miul prostrate themselves 
before the idols ot their lime 

“The presence of the fromier” of course greatly reduced the possibilities of 
friction The importance of thu etemenl though great is however likely to he 
o''er-esuniated TTiat pace ot induscnal ettduuon incessantly created new industrial ”” 
frontiers and thu fact was much more important than was the opportunity of 
packing one i bags and going west. ^ 
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century this practice increasingly tool the form of emplojees’ com- 
niittees, the forerunners of the posttt^r company unions that acquired 
their full economic and cultural significance in company towns.^ 

Beyond that, it was frequently good business for the workman to 
combine on a national scale with the other members of bis craft in 
order further to improve his bargaining position's against employers 
directly and as against other crafts indirectly. This interest shaped 
many trade unions that are typically American, largely accounts tor 
the adoption of the aaft prinaple which is much more effective than 
any other principle can be in keeping asvay would be entrants, and 
really produced workmen's cartels Naturally enough, these cartels 
displayed that lack of radicalism which was and is so eloquently 
lamented by both domestic and foreign socialists and fellow cravelen 
Nothing but wage rates and hours mattered to them and they were 
quite prepared to study the wishes of the public or even of the em- 
ployers in everything else, particularly in their phraseology This is 
illustrated to perfection by the type and behavior of the leaders both 
of individual union and of the American Federation of Labor which 
embodied that splnt, as well as by the attempts of the trade union 
bureaucracy to enter, with trade-tmton funds, the sphere of Indus- 
~ trial and finanaal enterprise that was quite congenial to them.’* 

To be sure, the fact that the creeds and slogans— the ideologies— 
here to unrevolutionary and so averse to dais war u in itself of 
limited importance American trade unionists were not much given 
to theoriring If they had been they might have put a Marxbi mte^ 

"Tile eommon lerue of 'the amnfenwnt and lU particular amtablliry to Amer* 
ion conditions are as obvious as u she fact that il was a thorn in ihe Besh o( 
trade unions and also of the radical iocdlectuals of a later tr[>;_.Tbe-i]ogans of 
our days— rccnuly cfijcialiird— have ihws su^aurrd ctnspany unions as the prod 
uct of a diabolical attempt by eraployen to thwart the efioru toward eRectivc 
representation of the workmens interests tVhHe Ihu view too b perfectly under- 
standable. from a standpoint from whicb nuliiani organuaUon of tbe pnsleianat 
IS in the nature of a moral axiom — and from the standpoint of the corporative 
state that frows up before our eyes— it vfiutes iiistoncal fnterpretstion The fact 
that employers provided bdliues for this type of orsanbation, often took the 
initiative and tried to infiuence it so as to be able to get along with it, does not 
exclude or disprove the other fact that company unions and their forerunners 
fulfilled a much needed function and that, in the normal case, they served tbe 
interests of the men quite well 

“ Tbe figure of Warren Sanford Stone, of the Brotherhood of Locomotive Ingi 
neers affords an excellent (though later) aiuiuaiion of the Tast mentioned asp«J^ 
as well as of the others Further examptea from the time of Samuel Gompers will 
so readily occur to the reader that there is no need of mentioning them Bat the 
above should not be interpreted tb mean that the trade union with high entrance 
fees and long waiting lists which looks to strangely like a copper comer Is or was 
■!h^ainy-^ina’ot'ttaa4 lunon tn ufts country tfii irte contrary, itamigranti im 
ported every European variety, and, hrcspective of this, forms similar to those 
found in Europe developed where conditiom were favorable, that is, especially 
in the rdacirely old and consolidated loatwns and branches of industry. 
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pretau6n upon their practice It remains true^ however that, bargain 
ing aside, they did not consider themselves on the other side of the 
fence in all things and that cooperation— which those of us who do 
not like It will call collusion — with employers was in accord not only 
with their principles but also with the logic of their situation Beyond 
a narrow range of quesuons, poliucal -action was not only unneces- 
sary but even meaningless to them. And for the influence he was able 
to exert, the radical intellectual might just as well have tried to con 
vert the board of the Pennsylvania Railroad. 

But there was another world within the world of American labor 
Along with elements of supernormal quality immigration included 
from the first some substandard 0065*3150 which increased in relative 
as well as absolute numben after the Cml War These numbers were 
swelled by mdividuals who, thou^ not subnormal as to physical fit 
ness or intelligence or energy, yet gravitated into that group owing 
to past misfortunes or to the persistence of the influence of the un 
favorable environments from which they sprang or simply owing to 
restlessness, madaptablc temperament or auninal proclivities All 
these types were an easy prey to exploitation which was facilitated by 
the absence of moral bonds, and some of them reacted by a blind and 
impulsive hatred that readily oystallized into aicoe In many new 
and rapidly growing industrial immunities where people of the 
. most varied origins and propensities were thrown together and law 
^ and order bad to lie kept, if at all by acuon that was itself outside 
of the law, rough people, made sull rougher by the treatment they 
received, faced employers, or agents of employers, who had not yet 
developed a sense of responsibility and were often driven to brutal 
courses by a fear not only for their property but also for their lives 
There, $0 the soaalist observer is inclined to say, was class war m 
the most literal seme — actual guns going off to illustrate the Marxist 
concept As a matter of fact, it was nothing of the sort It is hard to 
imagine any set of condiuons less favorable to the development of 
political laborism or of serious soaalism, and very little of either 
showed as long as those conditions lasted 
The history of the Knights of Labor, the one really important and 
nationwide organuation of all wageworkers regardless of skill or 
craft — and in fact of all who cared to join— covers about a decade of 
significant power and acuvity {1878 1889) In 1886 the Noble Orders 
“Membership was almost 700000 The part of it which consisted or 
industnal — mainly unskilled — laborers energetically partiapated in 
or even initiated the strikes or boycotts that accompanied the deprev 
sions of that tune A scrutiny of programs and pronouncements reveals 
a somewhat incoherent medley of all sorts of socialist, cooperative and 
occasionally anarchist ideas that we can trace, if we wish to a wide 
variety of sources — Owen, the Bnglish agrarian socialists Marx, and 
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the Fabians among them The political point ol view was mudi m 
evidence and so was the idea of general planning and of social rccon 
struciion But such definiteness of aims as we hiay discover is really 
due to our reading back from the standpoint of our own time In 
reality there were no definite aims and te was precisely the compre 
hensive character of the ideology of the Good Life — Uriah S Stephens, 
the founder, had been trained for the ministry — and of the American 
Constitution which appealed to so many people, farmers and profes- 
sional men included The Order thus was a sort of exchange for the 
plans of all kinds of reformers In this respect it indeed filled a func 
tion which us leaders had in mind when they stressed the educational 
aspect of us activities But an organization formed of such different 
days was constitutionally mcapabte of action When dehnicely social 
1st profession was insisted on. it broke Similar movements (Populists, 
Henry George s and others) tell the same tale. 

The obvious inference is that in the American environment of that 
time there was not and could not be either the requisite material or 
the requisite motive power for a soaalut mass movement This can 
be verified by following the thread that leads from the Knights to 
the Industrial Workers of thj World This thread u embodied in the 
career of a Mancise iiuellectua), Daniel De Leon, and hence should 
have, for the faithful, considerable specific weight It was under his 
command that in 1893, sociahsu within the Order of the Knights rose 
against the old leader, Powdetly, thereby as n turned out. dealing a 
death hlow to the organization The idea was to aeate an instrument 
for political action on more or less Marxian lines Class war, revolu 
“^lon destruaion of (he capitalist state and (he rest of tt were to be 
sponsored by a proletarian party But neither the Soaalist Labor 
Party (1890) nor De Leon s Swalist Trade and Labor Alliance (1895) 
had any life in st Not only was the working-class following small — 
this would not in itself have been deasive — but success even of the 
Russian kind that is to say, conquest of a controlling nucleus of in 
tellectuals was not attained The Soaalm Labor party first split and 
then lost most of (he remaining ground to the new Socialist party 
The latter came as near to being an orthodox success as any group 
did in this country To begin with ns origin was orthodox It arose 
from the labor struggles during 189* 1894 when strikes were broken 
by the use of force the federal government and the judiciary ICndmg 
resolute support to the employers ^ This converted many a man who 
“All the more to u Letun hinuelt went out ol hu way to pay homage quite 
unusual for h ni to De Leon t wdrk. and tbougbL 
1* Ii will be observed thai tb f waj done at a ume when most Suropean govern 
menu were rapidly adopting another alt lode However th s does not limply spell 
“backwardness on this s de of the Atlantic, ft w true that the social" and' politieai' 
prestige of the business iniercsc was here mod greater than anywhere else and 
that American democracy in consequence took a much narrower view oE labor 
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had been pievionsly a conservative craft tiniomst. At any rate, it 
coni’crted Eugene V Debs hrst to industrial umonisni and then to 
the pnnaple of political action Secondly, the general attitude adopted 
by the Soaalisi party vas orthodox It tried to v.ork with and to 
‘ bore from within the trade unions It gave itself a regular political 
organization It was in pnnaple revolutionary in the same sense as 
v.cre the great soaalut parties of Europe. Its doctrine was not quite 
orthodox In fact it did not stress doctrinal aspects to any great extent 
— either under Debs or later — and n allowed considerable latitude to 
the leaching aclinues within its ranks But though it never succeeded 
in absorbing the little local labor parues that kept on cropping up 
all over the country, it dei eloped fairly well up to the postwar period 
when communist compcuiion asserted itself A majonty 6f socialists 
would, I ihmk, agree m calling it the one genuine soaalat party of 
this country Its lotmg strength though swelled as that of most 
socialist parties is by noo-socialist sympathizers measures the scope 
there was for serious socialist effort. 

De Leon however had another chance It came from — and went 
with— the 'Western Federation of Miners whose radicalum, quite in 
dependent of any doctrinal background, was nothing but the product 
of rough people reacting to a rough eosiroiimeoL Tlus union pro* 
vided the comer stone for the structure of the IWW (1905) De 
Leon and his assooates added the wreckage of their own and other 
unsuccessful organizations as well as splinters mostly of dubious char 
acter— intellectual or proleianan or both — from everywhere and 
nowhere But the leadership — ^and m consequence the phraseology— 
was strong Besides De Leon himself, there were Haywood, Traut 
mann, Foster and others. 

Shock tactics that knew no inhibiuons and the spint of uncom- 
promismg warfare account for a senes of isolated successes and the 
absence of anything else but phrases and shock tactics, for the ulti 
mate failure that was hastened by quarrels with and defections to the 
communists as well as by mcessant internal dissensions. But I need 
not retell a story that has been told so often from every conceivable 
standpoint. \Vhat matters to us is this The organization has been 
called syndicalut — even anarchist — ^and later on the criminal syn 
dicalism lawx enacted m several states were appbed to it The pnn 
aple of ‘'direct action on the spot and the docmoal concession to 

yinbleiits than did lay the Janker piremment in Prussia. But one can rnr mrrf 
this and even judge it according to one* moral or hnmanitanan standard, and 
at the tame time also recognize that partly omng to the onderdoped state of 
public administration partly owing to the presence of demenu with which no 
gentler method would have worked and partly owing to the nauon i deternuna 
non to press forward on the joad of eeocomic development, problems did present 
themselves under a different aspect and would have done *o even to a govermnoital 
agency completely free bom bourgecu blinkers. 
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the Western Federation of ^fme« which assigned to industrial unions 
a basic role m the construction o( soaalist toaety — De Leon s con 
tribuuon to or deviation from dautcal Marxism — no doubt suggest 
that It was But jt seems more correct to speak of the insenion of 
syndicalist elements into what substantially was and remained an 
offshoot of the Marxian item than to base diagnosis entirely on those 
elements 

Thus that great sociologist the man m the street has been right 
once more He said that socialism and soaalistj were un American. If 
I catch hu meaning it amounts pretty much to what less succinctly, 
I have been trying to convey Ameitoin development practically 
skipped the phase of soaalism which saw the career of unadulterated 
Marxism and of the Second International Their essential problems 
were hardly understood. The attitudes appropriate to them existed 
only as sporadic imports American problems and attitudes occasion 
ally borrowed these imported articles. But that was all And the 
events of the next phase impinged on int^lectuab and on a proletariat 
that had not gone through the Marxian schocL 

IV Tmb F«nck Case Asalyus of Synoicaum 

\Vhai syndicalism really u we shall see best in the French picture” 
Before attempting to do so we shall briefly note a few things about 
French socialism in general 

First its ideologic^ history goes further back and is perhaps more 
ducinguished than that of any other But no single variety of it ever 
crystallised so completely and commanded allegiance so widely as did 
the socialism of say the Fabian type on the one hand and of the 
Marxian on the other Fabian socialism requires English political 
society and nothing like that developed in France — the great revolu 
non and the subsequent failure of the aristocratic and the'*boutgeois 
elements to coalesce prevented it Marxian socialism requires a broad 
and unified labor movement or as z rallying creed for intellectuals 
It requires cultural traditions quite uncongenial to French hmptdtt^ 
But ail the other socialist creeds that have so far emerged appe^ only 
to particular mentalities and soaal locations and are sectarian by 
nature — ~ 

Second France was typically the country of the peasant the artisan 
the clerk and the small rcnlier Capitalist evolution proceeded by 
measured steps and largwcale indost^ was confined to a few centers 
Whatever the issues that divided these classes they were economically 
conservative at fint — nowhere else did conservatism rest on so broad 

1*1 slian and ^nan sh ^d calum would do almost egually well Only in pm- 
port on (o tbe number ol U leraies Use anaidnst element increases so much as to 
distort what I bel eve to be the true tta ti. Thu element has its place But it 
should not be overemphasued. 
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a basis— and later on lent increasing support to groups that sponsored 
nuddle-dass reform, among them the radicaux soctoixstes, a party that 
can be best described by saying that it was neither radical nor soaal 
isL Many workmen were of die same soaological type and pf the 
same mind Many professionals and intellectuals adapted themselves 
to it. which accounts for the fact that overproduction and under 
employment of intellectuals, though it existed, failed to assert itself 
as_we should otherwise expect Unrest there was But among the 
malcontents, the Catholics, who disapproved of the anti-clencal tenden 
aes that various circumstances brought to the fore m the Third 
Republic, were more important than the people who were displeased 
with the capitalist order of things It was from the former and not 
from the latter that the real danger to the bourgeois republic arose 
at the time of the affaire Dreyfus 

Third, It follows that, chough again for different reasons, there was 
not much more scope for serious soaalism in Fiance than there was 
in Russia or the United States Hence she had a variety of soaalisins 
and quasi'Socialisms chat were not serious The Blanqutst party whose 
hope was the action of ‘ a few resolute men’ may serve as an example 
a small band of intellectuals with a bent (or conspiracy and profes- 
sional revolutionists together with the mob of Paris and two or three 
other big towns was all that ever came within the horizon of groups 
like that Eventually however a Maixut parti ouvrter was founded 
by Guesde and Lafargue with a class s^ar program (1883) that had 
recened the sanction of Marx himselL It developed on orthodox 
lines, fighting putschism of the Hervi type and anarchism on the one 
front and Jaurfcs' reformism on the other, much as its German coun 
terpari did. But it never acquired similar importance and never meant 
nearly as much either to the masses or to the intellectuals, in spite of 
the merger of soaalist groups in the chambre which was achieved in 
1895- (48 seats as compared with the 500 occupied by governmental 
republicans) and eventually led to the formation of the Unified Soaal 
lit party (1905) 

Fourth, I will simply state the fact, without atlempung to go behind 
It, that the soaal pattern glanced at above predaded the emergence 
of great and disaplined parties of the English type Instead as every 
one knows, parliamentary politics became a cotillon of small and 
unstable groups that combined and dissolved in response to momentary 
vsuuations and individual interests and intrigues, setun^uq and qulljn% 
down cabinets according to the prinaples as I put it before, of a 
parlor game One of the consequences of this was governmental ineffi 
aency Another was that cabinet oStx came within the sight of 
soaalist and quasi-socialist groups sooner than it did in countries 
whose soaalist parties were mu<^ more powerful but svhose politics 
were run according to somewhat more rational methods Until the 
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national emei^ncy of Gucsde and fits group provM xmpcrviotK 
to the temptation and consistently refused cooperation with bourgeois 
parties in the best orthodox style But the reformist group which m 
any case shaded off into bourgeois radicalism and whose principles — 
reform without resolution— did not condemn such cooperation had 
really no reason to do likewise Jauris accordingly felt no compunc- 
tion at the time of the Dreyfus crisu (1S98) in lending tuppon to a 
bourgeois government in order to defend the Republic. Thus an old 
problem of socialist principle and tactics which was no problem at 
all in England or Sweden but a fundamental one everywhere else 
suddenly burst upon the socialist world in a most practical form. It 
acquired its particular sting by an additional'Circutnstance sup- 
porting a bourgeois government was one thing though bad enough 
from the standpoint of rigid orthodoxy but sharing its responsibilities 
by actually entering it was quite another thing M Millerand did 
precisely this In 1B99 he entered the Waldeck Rousseau cabinet — 
together with M de GallifTet a conservative general who was best 
known to the public for his vigorous participation in the suppression 
of the Tans Commune in 1871 

Two patriots sacrificing personal views 10 order to join forces in a 
national emergency— what of it? This I suppose will express the 
reaction of most of my readen I need hardly assure them that per 
sonally 1 have no wish to hold that the two gentlemen disgraced 
themselves Moreover it may well be questioned whether even then 
M Millerand should have been called a socialist at all»T Finally the 
French working class has every reason to remember with gratitude 
what legulatively and administratively he did for it while in cabinet 
office 

At the same tune v.\ must try to understand how Millerandism 
was bound to stnke the Guesdisis in France and orthodox socialists 
all over Europe For them it spelled lapse and sin betrayal of the 
goal pollution of the faith This was very natural and so was the 
anathema hurled at u by the international congress of Amsterdam 
(1904) But beyond and behind the doctrinal anathema there was a 
piece of simple common sense If the proletariat was not to lend its 
back for ambitious politioans to use for climbing into power^ every 
deviation from approved practice had to be most jealously watched. 

”He had it li true risen w protninenee laong Vffitr ngen” by defend ng- 
icnke leaders and when he entered Ihe Waldedi Rousseau cab net he was the chief 
figure among the sixty members of wfcai was ealled the “social st lefL However he 
had done noth ng that could not have been done equally well by ^ bourgeois rad 
lod Hu later att (ude as m niscer of pohl c works ( 909) and as m n ster ot war 
(19 a) lienee ipenecrnoi qu t'e so greara as du mem es maae out Ha sufise 

quen all ance w ih the bloc nationat and b s conR ct with the cartel des gauches 
during his tenure of the pres deal al office after igio were different matters yet 
they also admit of plausible justifiacioiis. 
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The trick of talking about nauonal emei^naes whenever it suits 
careerists to rrikke a bid for power — after all, was there ever a situation 
that politicians did not consider an emei^ency? — ^was too well known 
and too discredited to impress anyone, particularly the French prole 
lariat that had learned to rate poUacal phrases at their true value 
There was danger that the masses might turn away from political 
iocialism m contempt 

In fact, there was more than a mere danger They were actually 
turning away from it Beholding, as the whole nation did, the sorry 
spectade of political inefficiency, incompetence and frivolity that was 
the product of the soaologicat pattern imperfectly sketched aboie, 
they placed no trust in the state, the political world, the scribblers, 
and had no respect for any of them or indeed for anything or any 
body except the memory of some great figures of the past Part of the 
industrial proletariat had conserved ns Catholic faith The rest was 
adnft. And to those who had overcome their bourgeois propensities, 
syndicalism was much more attraciive than any of the available 
speaes of straight socialism the sponsors of which bade fair to repro 
duce, on a ampler scale, the games of the bourgeois panics Revolu 
tionary tradition of the French type of which syndicalism was the 
prinapal heir, of course greatly helped 
For syndicalum is not merely revolutionary trade unionism This 
>may mean many things which have little to do with it Syndicalism 
' IS apolitical and anti political m the sense that it despises action on or 
through the organs of traditional pohiits in general and parliaments 
in particular It is anti intellectual both in the sense that it despise^ 
constructive programs with theories behind them and in the sense 
that It despises the intellectuals leadership It really appeals to the 
workmans instincts — and not, like Marxism, to the intellectuals idea 
of what the workman’s instincts ought to be — by promising him what 
he can understand, viz , the conquest of the shop he works in, con 
quest by physical violence, ultimately by the general strike 

Now, unlike Marxism or Fabianism, syndicalism cannot be espoused 
by anjone afflicted by any trace of economic or sociological training 
There is no rationale for it Writers who acung on the hypothesis 
that everything must be amenable to rationalization, try to construct 
a theory for it inevitably emasculate it Some linked it to anarchism 
which as a social philosophy, is completely alien to it m roots aims 
f^d ideology — however similar the behavior of Bakunin's working 
’'class following (1872 1876) may look to us Others attempted to sub- 
sume It, as a special case characienzed by a special tactical bent, under 
Marxism which involves discarding all that is most essential to both 
Still others have constructed a new soaahst species to function as the 

**The Italian socialists actually dcdincd the inviution to join the cabinet that 
was three times extended to them by GiohUi (igoj 1906 igii) ^ 
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Platonic idea of it — guild soctalum — but in doing so they had to 
commit the movement to a definite schema of ultimate values the 
absence of which is one of its salient features The men who organized 
and led the Conf^cUratton CinitaU du Travail during its syndicalist 
stage (18551914) were mostl]r genuine proletarians or trade-union 
officers or both They were brimming over with resentment and with 
the will to fight They did not bother about what they would do with 
the wreckage in case of success. Is that not enough? Why should we 
refuse to recognize the truth which life teaches us every day — that 
there is such a thing as pugnaaty in the abstract that neither needs 
nor heeds any argument and cares for nothing except for victory 
as such? 

But any fmellectuat can fill the void behind that bmte violence in 
the way that suits hii taste And the violence iiseU, combined with 
the anti intellectualism and the anii-democratic slant, acquires a sig 
nificant connotation if viewed in the setung of a disintegrating civili 
zation that so many people hate for all kinds of reasons Those who 
at the time felt like that but hated not so much the economic ar 
rangements of capitalist society as m democrauc rationalum were 
not free to fall back on orthodox jsoaahsm which promises still snore 
rationalism. To their intelfecmal anti intellectualism— whether Nie 
(zschean or Bergsonian— the syndicalist anti intellectualism of the 
fist may well have appealed as the complement— m the world of the 
masses— of their own creed Thus a very strange alliance actually 
came to pass and syndteahsm found its philosopher after all in 
Georges Sorel 

Of course all revolutionary movements and ideologies that coexist 
at any time always have a lot In common They are the products of 
the same social process and must in many respects react in similar 
svays to similar necessities Also they cannot avoid borrowing from 
ea^ other or splashing each other with their colors in their very 
squabbles Finally individuals as well as groups often do not know 
where if anywhere they belong and sofnettmes from ignorance at 
other times from a correct perrepiion of advantage they mix up con 
tradictory principles into mongrel creeds of their own All this con 
fuses observers and accounts for the wide variety of current mterpreta 
lions It IS particularly confusing m the case of syndicalism which 
flourished only so short a time and was soon to be deserted by its 
intellectual exponents Nevertheless however we may appraise what^ 
syndicalism meant to Sorel and what Sorel meant to syndicalism his 
Rep^xtons sur h Violence and his JHmions du Progris do help us 
toward a diagnosis That his economics and his sociology completely 
diflered from those of Maix may in itself not mean much But stand 
ing as It does right in the nudst of the anti intellectualist torrent 
Sorel s social philosophy sheds a flood of light on the first practical 
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manifestation of a soaal force that was and is revolutionary in a 
sense in which Maiausm was not. 

V The German Party and Revisionism, the Austrian Sociausts 
But why was it that the English methods and tactics did not prevail 
in Germany? Why that Marxist success which accentuated antagonisms 
and split Ae nation into two hostile camps? This would be easy to 
understand if there had been no extra soaalist groups to work for 
soaal reconstruction or if the ruling stratum had turned a deaf ear 
to their proposals It becomes a riddle as soon as we realize that Ger 
man public authority was not less but more alive to the soaal exigen 
aes of the time than was English political soaety and that the work 
of the Fabians was being done not less but more effectively by a very 
similar group 

Germany did not lag behind but, until the passing of the security 
legulation primarily assoaated with the name of Lloyd George, led 
m matters of “soaal policy’ Also, it was the governments initiative 
that placed those measures for soaal betterment on the statute book, 
and not pressure from below asserung melf by exasperaung smig 
gles ^Bismarck iniuaced soaal insurance legulation The men who 
developed it and added other lines of soaal improvement were con 
servative civil servants (von Berlepsch, Count Posadowsky) catrymg 
out the directions jol William II The institutions created were truly 
admirable achievements and they w^re $0 considered all over the 
world Simultaneously, trade-union acuvity was unfettered and a sig 
nificant change occurred m the atutude of pubhc authority toward 
strikes. 

The monarchut garb in which all this appeared no doubt consti 
tutes a difference as against the English procedure But this differ 
ence made for more and not less success The monarchy, after having 
for a lime given in to economic liberalism ( Manchesterism ' as its 
critics called it), simply returned to its old traditions by doing — 
mutatts mutandu — for the workmen what it^ had previously done for 
the peasants The a^il service, much more developed and much more 
powerful than in England, provided excellejit administrative machin 
ery as well as the ideas and the drafting skill for legislation And thu 
a’^ service was at least as amenable to proposals of soaal reform as 
was the English one Largely consuung of impecunious Junkers — 
'“many of whom had no other means of subsistence than their truly 
Spartan salaries— entirely devoted to its duty, well educated and in 
formed, highly critical of the capitalist bouigeoisie, it took to the 
task as a fish take^to water 

Ideas and proposals normally came to the- bureaucracy from its 
teachers at the universities, the “socialists of the chair ’ IVhatever we 
may think of the saentific achievements of the professors who or 
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ganized themselves into the Vmin fur Sozialpohlik^* and whose work 
often lacked scientific refinement, they were aglow with a genuine 
ardor for social reform and entirely successful in sprcadmg^i They 
resolutely faced bourgeois displeasure not only in framing individual 
measures of practical reform but also In propagating the spirit of 
reform Like the Fabians, they were primarily interested in the work 
at hand and they deprecated class war and revolution But, also like 
the Fabians, they knew where they were going — they knew and did 
not mind that socialism loomed at the end of ^eir svay Of course, 
the state soaalism they envuaged was national and conservative. But 
It was neither a fake nor utopian. 

The world at large never understood this soaal pattern and the 
nature of the constitutional monarchy it produced At any rate, it has 
forgotten whatever it may have once known But as soon as we get a 
glimpse of the truth, we find it siitl more difHcuIt to undenund how 
in that unplutocratic environment it was possible for the greatest of 
all socialist parties to grow up on a purely Marxist program and on a 
Marxut phraseology of unsurpassed virulence, pretending to fight 
ruthless exploitation and a sute that was the slave of slave dnvert. 
Surely this cannot be explained by the * logic of the objective sooal 
situation *' 

'SVell, 1 suppose we must recognize once more that in the short run 
—and forty years is short run tn such matters— methods and mutakes, 
individual and group-wue manque de tavotr faire, may count for 
much more than that logic Everydiing else 1 could point to b obviously 
inadequate There was, of course, the struggle for the extension of 
the franchise in the legislatures of the individual states But much of 
what was most important to the industrial masses was within the 
competence of the imperial parliament {Reichstag) and for it Bu 
marck had introduced universal manhood suffrage from the first. 
More important was protection lor agriculture — dear bread No doubt 
this did miich to poison the atmosphere, especially because its prm ' 
apal beneficiaries were the big and medium sized estates in eastern 
Prossia and not the peasants However, as to the real pressure exerted 
by It, the fact is conclusive (hat around igoo emigration practically 
ceased No — explanation cannot he on that route 

But that manque de sauoir faire plus German manners) IVe may 
make things dearer by the obvious analogy with Germany's behavior 
in matters of international relatioru Before tgi 4 , Germany’s colonial- 
and other foreign ambitions were— so it seems right to say at this 

“I leally wish 1 could induce the jwdet to peruse ihe short history of that 
unique OTfpnitatioa that was fo chaiacienMic of what imperial Cerraany really 
was though U has not been and probafily never vnlV 6e transiaiea' As auidor war 
for decades secretary of the Vfrem and his stay b only the rvore impressive for 
lieinj; so unprelentious (Frant Boese Geihicfile des Veretns fur Sozialpolilii, 
fieri n 1939) 
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distance of t»mp — distmaly modest, especiall) if s\e compare them 
with the neat and effectne nio\es by which England and France at 
that time increased their empires Nothing that Germany actually did 
or indicated any intention of doing will bear comparison with say, 
Tel El Kebir or with the Boer War or with the conquest of Tunisia 
or of French Indo^^ina All the less modest and all the more aggres 
sue, however, was the talking that Germans indulged in, and un 
bearably offensne was the swashbuckling manner in which eien rea 
sonable claims were presented. Worse than this no line was ever 
adhered to headlong forward nishes in eier-changmg directions al 
temated with blusierirg retreats undignihed propitiauons with 
uncalled for rehuSs. until all the factors that make the world s opinion 
were thoroughly disgusted as well as disquieted-*® Things were no 
different m domestic a^rs 

The fatal mistake was really Bismarcks It consisted in the attempt, 
explicable only on the hypothesis that he completely misconcened 
-the nature of the problem at suppressing soaalist acuiities by coercion 
culminating in a special enactment (Soztaltstengesetz) which he carried 
tn 1878 and which remained in force umil 1890 (when William 11 
insist^ on Its repeal) that 1$ to say, long enough to educate the party 
and to subject it for the rest of the prewar period to the leadenbip 
of men who had knowm prison and exile and had acquired much of 
the prisoners and exiles mentality Through an unfortunate com 
binatioff of circumstances it so happened that this vitiated the whole 
course of subsequent eients. For the one thing those exile-shaped 
men could not stand was imhtansm and the ideology of military 
glory And the one thing which the monarchy— otherwise in sym 
pathy with a large part of what reasonable socialuts considered as 
immediately practic^ aims — could not stand was sneers at the army 
and at the glones of 1S70 More than anything else, ihi< for both 
what defined the enemy as distinguished from the mere opponeni. 
Add Marxian phraseology — however obviously academic — at the party 
conventions on the one hand and the aforesaid blustering on the 
other, and you have the picture No amount of fruitful soaal legisla 
Uon and no amount of law abiding behavior avaOed against that 
reaprocal non possumus, that cardboard barrier across which the two 

>^1 v-aot to tsske it qinte dear that the above u not intended to attribute this 
policy either vihoUy or pruaanly to WQliam II He vas no insigmhcani tuIo 
fStoreover he was fully entitled to the eoinsient made upon him by Pnnce Bulow 
-fe the most unusual defense ever made for a monarch in a parbament ‘Say what 
'jvu "will hit -ft TRi -jhihaitut." ’A hft ^twvrAefi "wth, •h/t tnie ncni -Hhro cuihii ’nave 
taught him the tedinique of hu craft cnucs of his behavior to Bismarck should 
not forget that the quarrel was mainly about the persecution of soaaltsts wh ch 
the emperor viished to discontinue and about the inauguration of a great prociam 
of soaal legislation. It one disregards talk and simply tnes to reconstruct intentions 
by following the emperors acts from year to vear one cannot help amving at the 
conduaon that he was often right iii bis views about the great quesoons of his tune 
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hosts reviled each other, made the most teruble faces at each other, 
devoured each other in prinaple — all without really meaning any 
serious harm 

From this state of things a situation developed that no doubt had 
Its dangers — great power without responsibility is always dangerous — 
but was not anything like as uncomfortable as it might seem The 
federal and state govemmenis — or the old avil servants promoted toV 
cabinet rank who formed those govemmcnts—cared pnmanlyjoi*/: 
honest and efficient administratis, for beneficial and on the whole 
progressive legislation and for the army and navy estimates None of 
these objecu was seriously jeopardued by the adverse votes of the 
socialuts the passing of the army and navy estimates in particular 
being assured most of the time by the support of a large majoriey of 
the population The Social Democratic party in turn, well organized 
and brilliantly led by August Bebel, was absorbed in consolidating 
and expanding its vote which in (act increased by leaps and bounds 
Thu was not seriously interfered with by the governments, the bureauc 
racy scrupulously observing the letter of the law which gave all the 
fre^om of action really necessary for partisan activity** And ^ih 
the managing bureauoaey and the party had reason to be grateful to 
each other, espeualty during Botov's tenure of power, for providing 
outlets foF^ratoricai excess capacity of which both of them stood in 
need 

Thus the party not only developed saiisfactonly but also settled 
down A party bureaucracy, a party press, a tud of elder statesmen 
developed, all adequately financed, as a rule secure in their positions 
and, on the whole highly respectable in oery — and also m rte hour 
geois — sense of the word A nudeos of working-clau memben grew 
up for whom membership was no longer a question of choice but a 
matter of course hfore and more people were ’ bom into the party ’ 
and educated to unquestioning acceptance of its leadership and 
catechism which then, for some of them, meant as much and no 
more than religious catechtsim mean to the average man or woman 
of today 

All this was greatly facilitated by the inability of the non-soaalist 
parties to compete effectively for the labor vote There was an excep- 
tion to this 'The Centrist (Catholic) party, on the one hand, com 
manded all the talent required because n had the support of a pnesi 
hood of quite exceptionally high quality and. on the other hand, 
prepared to make a bid for the labor vote by going as far m the dircc 

n AdminiiimlTC vexattoni were aidabiteti not absent and tocialuo of coun« 

Jlarii-ilft*im<H*iis'i»ery[lhi/^ilV’%«Hl«* Jin* 

this sort of thing did not go to great lengihi as in fact the history of tocUliit ac 
I vliy frota 1890 to the Tint World War in Itself sufEces to prove Moreover ve*a 
tions of this hind are really In the nanue of a aervtce to the persecuted'’ party 
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non of social reform as it felt itself able to do 'without affronting lU 
right wing, and by taking its stand on the doctrines of the encyclicals 
ImmoTlale Dei (1885) and Rerum Novanim (1891)” But all the 
other parties, though for different reasons and in different degrees, 
stood on a footing of mutual distrust, if not of hostility, with the 
industrial proletariat and never so much as attempted to sell them 
selves to any significant number of labor voien These, unless they 
were active Catholics, accordingly had hardly any party to turn to 
other than the Social Democrauc party Unbelievable as such inepti 
tude seems in the light of English and American experience, it is yet 
a fact that the socialist army was allowed, amid all the clamor about 
the horrible dangers threatening from it, to march into politically 
unguarded territory 

We are now m a postuon to understand what, on the face of it, 
seems so incomprehensible, viz . why German seaalists so tenaoously 
clung to the Marxian creed For a powerful party that could afford 
a dutinctive creed yet was completely excluded not only from political 
responsibility but from any immediate prospect of it, it was natural 
to conserve the purity of the Marxian faith once it had been em 
braced. That purely negative attitude toward non soaalist reform 
and all the doings of the bourgeois state — ^which as we have seen 
above was the tactical principle Marx tecocomended for all save ex 
ceptional cases— was really thrust upon it. The leaders were not 
iTOponsible nor were they desperadoes But they realized that m the 
given situation (here was not much for the party to do except to 
aiticize and to keep the banner flying Any sacrifice of revolutionarj 
pnnaple would have been perfectly gratuitous It would have only 
disoiganued their following without giving to the proletariat much 
more than it got in any case, not on the iniuauve of the other parties 
but on that of the monarchist bureaucracy Such small additional 
successes as might have been attained hardly warranted the party risk 
Thus, serious patriotic and law abidmg men continued to repeat the 
irresponsible slogans of revolution and treason — the sanguinary im 
plications of which came so strangely from many a pacific and bespec- 
tacled countenance — blissfully consaous of the fact that there was 
little likelihood of their having to act upon them. 

Before long however the suspicion began to dawn upon a few of 
Aera that some day or other the revolutionary talk might meet the 

*^Lct us note in passing an incemung (almost American) phenomenon here we 
have a political party that comprised within itselt almost all shades of opinion 
on economic and social quesuons that it n possible to have from the starkest 
conservatism to radical soaalism and yet was a most powerful political engine 
Men of the most different types ongins and desires extreme democrats and ex 
treme authonurians cooperated with a smoothness that might have roused the 
envy of the MaixisB solely on the strength of their allegiance -to the Catholic 
Church 
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taosi deadly veapon oC political controversy — smiles Perhaps it was 
an apprehension of this kind or simply the perception of the almost 
ludicrous discrepancy between Marxian phraseology and the social 
reality of those times that eventually prompted no less a personage 
than old Engels to pronounce cx ca/Aedra^that is to say, in a preface 
he wrote to a new edition of Marx's Clair Struggles in. France^*— 
that street fighting presented certain-inconveniences aher all and 
that the faithful need not necessarily feel committed to it (1895). 

This timely and modest adjustment roused the wrath of a small 
minority of thoroughgoing hotspurs, Mrs. Rosa Luxemburg in par- 
ticular surpassing herself in fiery denunciations of the old man. But 
11 was acquiesced in by the party — possibly wiih a^sigh of relief — and 
further cautious steps in the same direction might perhaps have been 
tactfully made. When hovicver Eduard Bernstein coolly proceeded to 
"revise" the whole structure ol the party creed, there was a major row- 
After what 1 have said about the situation this should not be sur- 
prising. 

E\cn the most worldly party is aware of the dangers involved in 
altering any of its more im^rcant planks. In the case of a party whose 
program and whose very existence were based on a creed every detail 
of which had been worked out with theological fervor, root and- 
branch reform was bound to mean a tcnific shock. That creed was 
the object of quasi religious reverent. It had been upheld for 
quarter of a century Dnder its flag the party had inarched 10 suc- 
cess. It was all the party had to show. And now the beloved revolu- 
tion>~thai was to them what the Seednd Coming of the Lord was to 
the early Chnsiiam — was to be unceremoniously called ofl No class 
war any more. No thrilling war cries Cooperation with bourgeois 
parties instead. All this from a member of the old guard, a former 
exile, and, as it happened, one of the most lovable members of the 
party! 

But Bernstein’* went further still He laid sacrilegious hands on 
the hallowed foundations of the doctrine He attacked the Hegelian 
background The labor theory of value and the exploitation theory 
came in for stricture He doubted the inevitability of socialism and 
reduced it to tame "desirability" He looked askance at the econonuc 
interpretation of history Crises would not kill the capitalist dragon; 
on the contrary, with time capitalism would gain m stability Grow- 
ing misery was nonsense of course. Bourgeois liberalism had produce^ 

^ li has been shown by Ttyiunov that the editor of this book took liberties with 
Engels (ext But the above aiyument is not atTected by even the highest possible 
estimaie oi ihe ravages of his pencil See Ryasanov Karl Marx and fnrdrieh Engeli 
.ttranslaied t^v Runut- 

** The two books of hn that are most re^evaoi lor our purpose are i>ie fonatset, 
rungrn drs Sozieliimus und die dsifeaben der Souafdemokralie (i8o9) translation 
by E C tiarvey, 1909 and Zur Ceutuehie und Theoru del Souafumut (1901) 
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lasting values which it was worth while trying to conserve He even 
said that the proletariat was not everything Think of thatl 

This of course was more than the party could stand It would have 
been unbearable even if Bernstein had been incontestably right on 
‘^every point, for creeds embodied in an organization cannot be re- 
formed by means of holocausts But he was not. He was an excellent 
man but he was not Marx’s intellectual peer We have seen in Part I 
that be went too far in the matter of the economic interpretation of 
history which he can hardly ba\e fully understood. He also went too 
far in his assertion that developments in the agrarian sector refute 
Maixs theory of the concentration of economic control And there 
were other points mviting effective reply so that the champion of 
orthodoxy, Karl Kautsky ** found it not too difficult to hold his 
ground — or some of it Nor is it so clear that it would have been to 
the advantage of the party had Bernstein s tactical recommendations 
prevailed A wing would certainly have broken away The prestige of 
the party would have suffered greatly And, as has been stated before, 
no immediate gam would have accrued. There was hence a lot to be 
said for the “conservauve view 

Under the orcumstances, the course which Bebel took was neither 
so obviously unwise nor so obviously tyrannical as fellow travelers 
and other mucs made out at the time He denounced Revisionism 
vig^ously, so vigorously as to keep his hold on bis lefusts He had it 
anathematized at the conventions in Hanover (1899) and Dresden 
(1903) But he saw to it that the resolutions reaffirmmg class war and 
other articles of faith were so framed as to make it possible for 
"revisionists to>submiL They did, and no further measures were 
taken against them though there was, 1 believe, some crackmg of the 
whip Bemstem himself was allowed to enter the Reichstag with the 
support of the party Von VoIImar remained in the fold 

Trade-union leaders shrugged their shoulders and murmured about 
the chewing of doctrinal cud They bad been revisionists all along 
But so long as the party did not interfere in their imm ediate con 
cems and so long as it did not call upon them to do anything they 
really disliked, they did not much care They extended protection to 
some revisionists and also to some of their literary oi^ans They made 
It quite clear that, whatever the party $ philosophy, busmess was 
business But that was all 

w The intellectual revisionists for whom doctrine was not a matter of 
s*Froai that ume on Kauuhf the founder and editor of the Nfue Zetl and 
author of several treatises on Marxist theory held a posiuon that can be described 
only in ecdesiasucal terms upholding Ibe “revolutionary’ doctrine against revu on 
ism as he was later on to uphold orthodoxy against the bolshenk heretics He 
was the most professorial of men and much less lovable than Bernstein On the 
whole however both sections of the party must be congratulated on the moral as 
well as on the intellectual level of their champions 
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indifference and the non-5oaalut cympathuen some of whom would 
have liked to join a soaalist party that did not itress class war and 
revolution thought differently of course It was they who talked 
about a party crisis and shook their heads about the future of the 
party They had every reason to do so 'Por Iheir future in and around 
the party was indeed jeoparduedL In fart Bcbc! himself no intcUec 
tual and no fnend to parlor pinks lost no tune in warning them off 
the prenises. The rank and file of the pany however were but little 
duturbed about all this. They followed their leaden and repeated 
their slogans until, without any compunction about what Mane or, 
for that matter Bebel would have said they rushed to arms in order 
to defend their country 

Some interesting light is shed on the dcvelopmeni we have just 
been surveying by the parallel yet different development tn Austria.** 
As we should expert from (he much slower pace of capiialut develop- 
ment It took twenty yean longer to become a poliu^ factor of im 
portance Rising slowly from small and not very creditable beginnings 
it eventually establuhed itself m i6SS (convention of Hainfeld) under 
Victor Adler who bad succeeded m the almost desperate task of 
weldmg together the sociaUsu of all the nations who inhabited that 
country and who was to lead them with consucunate ability for 
another thirty yean 

Now thu pany also offioally Marxist The hiUe circle of bnl < 
Iiant Jews that formed its intellectual nucleus** ihe Neo-Mamsts 
even contnbuted substanuilly to the development of Marxian doctnae 
as we have seen in Part — gomg on along orthodox lines altenng 
them no doubt in the process but fighung bitterly and ably anyone 
else who tried to do so and always keeping to the revolutionary 
ideology in its most uncompromising form The relations with the 
German party were close and cordial At the same time everyone 
knew that Adler would stand no nonsense Having for -cultural and 
racial reasons much more authority over his mtdlectual extremists 
than Bebel ever had over bi$ he was able to allow them all the 
Marxism they wanted in their caf^s and to use them whenever he saw 
fit vnthout letting them interfere with what really mattered to him 
the organiiauon and the party press universal suffrage progressive 
legislation and yes the proper working of the state This combina 

“By AuJtr a I here mean ihe western half «f the Aiutto-Hunganan monarchy^ 
wh ch unce 1866 had a parlumeni and a joremoieBl (tstking however the dfT 
partments of fore gn affairs and of~wa^ct its own that were eoorduuted on a 
looting of etjuality with the |>arluiDent and government of the eastern half- 
Hungary or to sise oSdal language **lbe countnei of the Holy Crown of St. 

.Vtiiiganar Avda’ JVgnoeonf Jon* -U* ^nmoT' Jtam -the -Am 
cnan, but never aita ned quaautative dgn ficante. 

*vTrt>ol;y as yet under the name cl Bronstaa occasionally showed up among 
them and seems to have experienced their nfiuence 
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tion of Marxist doctrine and rcfonnut practice answered admirably 
The Austrian governments soon discovered that here was a factor, no 
less important than the church or the anny, that from its own interest 
was bound to support the central authority in its perennial struggle 
with filibustering nationalist oppositions, particularly the German 
and the Czech These goscmments — mostly civil servants’ cabinets as 
in Germany although attempts-were made incessantly by the crown 
to insert poliuaans, at least as ministers without portfolio — there 
upon proceeded to extend favors to the party, which reaprocated in 
full** And when a government (a avil servants cabinet headed by 
Baron Gautsch) took up the cause of universal suffrage, Adler, with 
out encountering any opposition among his followers, was able to 
declare publicly that, for the time being, the socialists w^re a ‘gov 
emmental party {Regierungspartei), although cabinet office was 
neither offered nor would have been acceptable to them 

VI, The Second Intxunational 

The intemauonalist plank m the program of the Marxist parties 
called for an intetnational organitaiion like the defunct First Inter 
national The ocher soaalut and labonte groups were not interna 
tionalist in the sense of the Marxian cre^ But partly from the 
inheritance of bourgeois radicalism and partly from aversion to the 
upper<lass governments of their respective nations, they had all of 
them acquired, though in varying degrees, internationalist and paafisc 
views and sympathies so that international cooperation occurred 
readily to'^em The foundation of the Second International (1889) 
thus embodied a compromise that really attempted to reconcile the 
irreconcilable but worked until 1914 A few Ti.marks will suffice on 
this subject 

There was the international bureau And there were the congresses 
with their full-dress debates on questions of tactics and of pnnciple 
Measured by tangible achrevements the importance of the Second 
International might well be equated to zero And at zero it has Indeed 
been evaluated both by revolutionary activists and by labontes As a 
matter of fact, however, it was not meant for immediate action of any 

*»A device which the tooslisu repeatedly o«ed in order to help the goremment 
was this. When nationalist filibusters paralysed parliament and all business was 
I*' at a standstill they would move “uigciKy'' for the budget. Tbe urgency motion 
]^ben duly passed praaieally meant Uiat Uie measure, thus declared urgent went 
through i{ there was a majority (or it (which was always available in the qv of 
the budget) irrespecuve of those formal rules of parliamentary procedure which 
the filibuster made it impossible to observe. 

**The chief difficulty was I suppose in the strong stand that the German party 
bad talen irt the matter Scruples of the Austnan soaalists themselves were second 
in importance Aversion of the Austrian bureaucracy or of the old Emperor if 
any was a bad third among the faeton which prevented that consummaLon 
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son action whether revolutionary or reformist could at that time 
have been only national It vrai to organize contacts between the 
aSUiated parties and groups to standardize views to coordinate lines 
of advance to restrain the irresporuible and to urge on the laggard, 
to create, as far as possible an international socialist opinion All of 
(his was from the socialist standpoint extremely desirable and im 
portant though in the nature of things positive results would have 
taken many decades to mature 

Accordingly the chief and the members of the bureau were any 
thing but a directing board of international socialism There was no 
policy for them to shape and no program to impose such as there had 
been in the case of the First Internauonal The national parties and 
labor groups were leli perfectly autonomous and free to join other 
international organizations that might suit their particular aims 
Trade unions — also cooperatives and educational tx^ies — were wel 
corned and even courted but (hey did not play the leading role The 
national parties were nevertheless kept on a common ground that 
was sufficiently broad for Stautung and firanting on the one hand 
and Lenin and Cuesde on the other to move on Some of the meiD' 
ben of thamntemational institute no doubt sneered at the chicken* 
hearted reserve of others and the latter objected to the hotheaded 
radicalism of the former And sometimes things came penlously near 
a showdown. On the whole however (hey all took a course in soaalist 
diplomacy at the bands of one another Since this modui tnvendt— 
with plenty of freedom for agreeing to differ— 'was the only possible 
one this was in itself a great achievement. 

Strange as it may sound it was the Germans who were — with Rus- 
sian and Guesdist support — pnmanly responsible for it. They were 
the one great Marxist party and they gave the common ground a 
coaung of Marxism But they realued quite clearly that the majority 
of the men who represented the soaalist forces outside of Germany 
were not Marxists For most of these men it was a case of signing the 
thirty nine articles while reserving an unlimited freedom of interpreta 
uon Naturally enough the mote ardent believers were shocked at 
this and talked about the faith being degraded to a matter of form 
that had no substance in it. The German leaden however put up with 
it. They even tolerated sira ght heresy which they would have at 
tacked furiously at home Bebel knew how far he could go and that 
his forbearance immediately met as it was by Fnglish forbearance,- 
would pay in the end as without the war it assuredly would have 
done Thus he maneuvered to cement the proletarian front with a 
view to vitalu ng it in lime and in doing so be showed an ability 
that, if Germany s diplomacy had had it might have prevented the 
First \\ orld War 

Some results did mature The somewhat indefinite discussions of 
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the fint decade or so were evestually focused on foreign policy and 
something like a common view began eventually to emerge It was a 
race against time This race was lost* Every journalist who now refers 
to that epoch feels entitled to condemn the International for what he 
styles the failure of mternauooal socialum at the outbreak of the 
catastrophe But this is a most superfiaal view to take The extraor 
dinary congress at Basle (191a) and its appeal to the workers of al^ 
nations to exert themselves for peace was surely all that it was possible 
to do under those circumstances A call for a general strike issued to 
an international proletariat that exists nowhere except in the imagi 
nation of a few intellectuals would not have been more effective, it 
would have been less so To achieve the possible is not failure but 
success however inadequate the success may prove in the end If fail 
ure there was it occurred at the domestic fronts of the individual 
national parties 
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FROM THE FIRST TO THE SECOND 
WORLD WAR 


I Tirz ‘Cran R/nuTo 

AS MtMBEM o{ iheir international organization, the toaalist panto 
/x had done all they could to avert the war But when neverthe- 
less It brol.e out they rallied to their national causes with a rcadi 
ness that was truly asioundmg The German Marxuts hesitated even 
less than the English labontes^ Of counc it oust be borne in zmnd 
that every belligerent nation was fully oinvinced that it was waging 
a purely defensive war — every war is defensive or at least "pre- 
ventive in the eyes of the nations^that wage jt * Still jf we reflect 
that the lodaltst parties had zn indubitable constitutional right to 
vote against war budgets and that within the general moral sterna 
of bourgeois democracy there ts no obligation to identify oneself 
with national policy— men far removed from soaalut anii militarism 
lo fact disapproved of the war tn all the belligerent countries— we 
seem to face a problem that is not solved by doubtful references to 
Marx or to previous declarations by Bebel and von Volltnar that 
they would defend their country if attaclied. There sliould have been 
no difficulty m recalling hfarxs true teaching on the subject hfore 
over, defending ones country means only doing ones duty with the 
army u does not imply voting with the government and entering 
into untOTtj mcries * Guesde and Sembat in France and Vandervelde 
in Belgium who took office in war cabmeu and the German soaal 
isu who voted the war budgets thus did more than loyalty to their 
nations required as then commonly understood * 

Hiere is but one solution to the puzzle Whether or not the ma 
jority of soaalist pohtiaans believrf in hfanuan internationalism 
— ^perhaps this belief had by that time shared the fate of the cognate 

I The Engl jh Labour psriy WM in £»cl alone In maUog: a rerfoos stand for 
peace m 1914 though U Joined the war tonliuon later on. 

* This IS why the attempt made by the vietors to deode the iJiora! issue by means- 
ot a clause in an imposed peace treaty was not only 10 untair but also so foolish" 

' Nor b it true t'^t failure to do so would have weakened the national cause. 
Lord Morley 1 res gnai on dearly d d not injure En^nd. 

* Many of us «. U think diSemily at present. Bui this merely shows bow far we 
have traveled from the old moorings of Tbetak desnocracy To matt nauonat unity 
into a iBora] precept ipelb acceptance of one of the most important pnnaples of 
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belief in a spectacular revolution — they certainly realized that any 
stand taken upon the gospel would have cost them their following 
The masses would have first stared at them and then they would 
have renounced allegiance, thereby refuting via factt the Marxian 
doctrine that the proletarian has no country and that class war is 
the only war that concerns him In this sense, and with a proviso 
to the effect that things might have been different if the war had 
impinged after a longer spell of evolution within the bourgeois 
framev/ork, a vital pillar of the Marxian structure broke in August 
19145 

This was in fact widely felt. It v/as felt in the conservative camp 
German conservauves suddenly began to refer to the socialist party 
in language that was the pmk of courtesy It was felt in that part 
of the socialist camp in which the faith still retained its old ardor 
Even in England MacDonald lost the leadership of the labor party 
and eventually his seat rather than join the war coaliuon In Ger 
many, Kautsky and Haase left the majority (March 1916) and in 
1917 organized the Independent Soaal Democrauc party, though 
most of Its important members returned to the fold in 1919* Lenin 
declared that the Second International was dead and that the cause 
of soaahsm had been betrayed. 

There was an element of truth m this So far as the majorities of 
the Marxut parties were concerned, soaalism at the aossroads had 
in fact not stood the test It had not chosen the Marxist route The 
creeds the slogans, the ultimate goals, the organuations, the bureauc 
racies, the leaders had not changed They remained on the morrow 
of the gran rtfiuto what they had been on its eve But what they meant 
and stood for had changed all the more After that experimentum 
cTucis neither soaalists nor ami socialists could any longer look at 
those parties in the same light as before Nor could those parties 
themselves go on with their old antics For better and for worse 
they had stepped out of their ivory tower They had testified to the 
fact that the fate of their countries meant more to them than did 
the soaalist goal 

The case was different however with those of them who like the 
Social Democratic parties of the Scandinavian countries, ne/er had 

‘To some extent this must also be attnbuted to tbe lucceM o( non-sooalut 
^Tefonns ^ 

,v. *It u wonh noting that the Independents lecniited themselves by no means 
exclusively from the uncompromising Marxuts Kautsky and Haase belong^ to 
that sector but many who joind with them did not Bernstein for instance joined 
and so did several other revuionists whose mouve annot have been respect for the 
Marxian faith But there is nothing to wonder at in this Orthodox Marxism was 
of course not the only reason a soaalist might have had^ for disapproving the course 
taken by the majonty These revisiafusts limply shared Ramsay MacDonalds 
persuasion 



354 A Historical Skotdi of Socialist Parties 

been m any ivory tower And even with the others the me will 
look different to observers who never took those revoJmjonary amia 
senousJy As regards the CeiTnan party :n parncujar, u rnay well 
be nearer the truth to say that the "social traitors — as they were 
dubbed — simply catre down from unrealistic clouds and that the 
national emergency taught them to stand on their feet instead of on 
their heads — which so some of m will add, was all to their aedit 
and no nfiuio at all But whichever view we, take, there cannot be 
any doubt that the new attitude of responsibility drastically short 
ened the long stretch that before 1914 seemed to lie between them 
and ihe natural goal of every parly— office I am far indeed from 
attributing to German Social Democrats any calculations of this kind 
or from doubting the sincenty of their decision not to take office 
in bourgeois society But it is obvious that as a result of the stand 
they took at the beginning of the war, they were — if I may say so — 
"sitting pretty" at the end of « Unhke the other parties, they had 
not compromised themselves by running along m full cry But 
neither had they deserted their nation in the hour of danger 

II The Effects of the First Wow* War os the Ckangcs of 
THE SOQAUST PARTIES OF EurOFE ^ 

1 Any major war that ends m defeat will shake the social fabric 
and threaten the position of the ruling group the loss of prestige' 
resulting from military defeat is one of the hardest things for a 
regime to survoe I do not know of any exception to this rule But 
the convene proposition is not $0 ceruin Unless success be quick 
or at all events, striking and clearly associated with the performance 
of the ruling stratum — as was, for instance Germany s success in 
1870 — exhaustion, economic, physical and psychological may well 
produce, even in the case of victory, effects on the relative position 
of classes groups and parties that do not differ essentially from those 
of defeat 

The First World \Var illustrates this In the United States the 
effort had not been sufficiently prolonged and exhausting to show 
It Even here the administration responsible for the war suffered a 
crushing defeat at the polls But in all other victorious countries the 
prestige of the ruling strata and their hold on their people were 
impaired and not enhanced For the fortunes of the Cermaa and. 
English socialist parties, this meant the advent of power or at aJI^ 
events office In Germany control of the central organs of society 
was thrust upon the party though in order to save doctrinal face 
some of them as well as some ann socialists insisted on speaking of a 
.nf.vnU«u>p Ah." •fa-'A .via,* vthai Ahiy' Jtndertnnk. jm.v£tnmeni b^v repuest 
—and a humble request it was In England the labor vote that had 
been at little over halt a million in January 1910 and not quite 
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twcTmillions and a quarter m 1918,^ ■went to 4.236,753 in 1922 and to 
5487,620 in 1924 (8,362,594 m 1929) MacDonald reconquered the 
leadership and in 1924 the party came into o£Bce i£ not really into 
power In France the structure of the political world prevented any 
such clear-cut consummation, but the general contours were the 
same there was a syndicalist revival immediately after the war, but 
the Conf^ddrauon G^nSrale du Travail, leaving the newly founded 
Confederation cenerale du Travail Syndicaliste and the communist 
Confederation Generale du Travail Unitaire to absorb inadaptable 
elements, discouraged revolutionary courses and slowly prepared it 
self for a dominaflfpolitical role 

Moreover, the socialist or quasi socialist parties who then shoul 
dered the responsibility that came to them may well have felt that 
they had almost a monopoly of many of the qualiBcations required 
in order to make a success of their venture Better than any other 
group they were able to handle the masses that seethed with dis 
content As the German example shows they even were m a better 
position than anyone else was for the time being to deal firmly with 
revolutionary outbreaks— if need be by force At any rate, they 
v.ere the ^ery people to administer the right dose of social reform, 
to cany it on the one hand and to make masses accept it on ^e 
other Most important of all, they were from their standpoint quite 
justified in believing that they were also the people to heal the 
wounds the ‘‘imperialist war had inflicted to restore international 
relations and to dear up the mess which without any fault of them, 
purely bourgeois governments had made of the peace In this they 
committed the same kind of error which from a different standpoint 
was commuted by their bourgeois competitors who believed in col 
lective security, the League of Natibns the reconstruction of gold 
currencies and the removal of trade barriers But once we grant the 
erroneous premise we must also grant that the socialists \\ere right 
in hoping for success particularly in the field of foreign policy 

2 The achievements of the two MacDonald governments — Mac-\ 
Donalds and Hendersons work at the foreign office — are sufficient 
to illustrate this But the German case is still more significant First 
of all, only the Social Democrats were in a moral position to accept 
the peace treaty and to support a policy that aimed at fulfilling its 
provisions They lamented the national catastrophe of course and 
^he burdens it imposed But feeling as they did about military glory, 

‘ neither the defeat itself nor the peace spelled unbearable humilia 
tion for them Some of them almost subscribed to the Anglo-French 
theory of the war Most of them cared little for rearmament While 
other Germans looked on in sullen disgust, they worked for peaceful 

*The increase from 1910 to 1918 js wbcdly accounted for by ihe cnfrandiiserjeat 
o( women and the simplification of the electoral qualification 



356 A Historical Sketch o£ Socialist Parties 

understanding with the victors in a spirit that was perfectly free, if 
not from resentment, yet from passionate haired In the matter of 
what to others was an imposed democracy, they even saw eye to eye 
with the western nations having disposed of the communist revolts 
in 1916 1919 and having by judiaous compromise acquired 2 domi 
nant role in domestic politics, they were m their most demooatic 
mood 

Second their hold on the masses was strong enough to male this 
attitude politically eBeeiive For the moment, a great pan of the 
population law things in the tame light Their views of the situation 
and the right way of dealing with 11 lemporaril^ became the offiaal 
view whatever the politics of the government that happened to be in 
cfSce They provided the political support for the coalitions which 
negotiated the Dawes plan and the Locarno pact and which could 
never have been form^ or, if formed could never have uken that 
line without theiiL Stresemann was no sooalist. Yet the policy as* 
soaated with his name was the policy of the Social Democrauc 
party — the policy for which they were to get all ibe credit during 
one decade and all the punishment m another ^ 

Third, they were at an advantage in their relations to political 
opinion abroad The world knew iitUe about Germany But it un 
dersiood two things on the one band, it realized that there was a 
party that was ready to accept (or good many of the postwar arrange 
ments and m fact quite approved of some of them, a party that was 
the enemy of what France and England had convinced thmselves 
was ififir enemy on the other hand it realized that German Social 
Democracy need not be feared on other counts — however conserva 
tive a government might be there was no need for it to object to 
German as it did object to Kussian socialism In the long run this 
was a weakness It had much to do with the dilatory treatment dealt 
out to German grievances, for it induced the foreign offices of Eng 
land and France to believe that Cennany would remain indefinitely 
the meek petitioner who could be made happy by assurances that 
some day he might be promoted 10 a position of equality with the su 
perior nations In the short run however and cspeaaliy during the 
dark days of the Ruhr invasion it was an asset the party — or rather 
governments known to depend on the supjxirt of the party — ^had air" 
entree that would have been denied to oUiers 

Fourth there were the old contacts of the Social Democrauc pany_ 
with the corresponding parties in other countries which dated from 
the Second International These contacts had not been completely 
severed by the war After all the Second International had never 
been oiTiaally dissolved, and many individuals and groups within it 
— especially but by no means exclusively those of the neutral coun 
tnes— had xepi their mtemationalut beliefs intact. The secretary (C. 
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Huysmam) had continued to act and in 1917, on the suggestion o£ 
the Scandinavian soaahsis he had even made an attempt to convene 
a congress which failed only because the Allied powers by that 
time determined to crush their adversary, refused to grant passports « 
fhus it was but natural that many soaalists should have thought 
of reviving it as a matter of course 

3 It was revived but not without difficulties The first conferences 
that were held for this purpose m 1919 and 1920 were only moder 
ately successful The Communist ^hird) International Uiat had 
emerged meanwhile (see below) exerted an attraction that proved a 
senous obstacle to Unity among the laborite and socialist parties of 
the world And several important groups that were in no mind 
to throw in their lot with the communists still wanted something 
more up to date than the Second International This situauon was 
met successfully by a clever tactical device On the initiative of the 
Austrian Soaalists who were joined by the German Independents and 
the English Independent Labor Party, a new organization the ^Vork 
ers International Union of Socialist Parties (the so^alled Vienna 
International) was formed m order to radicalize the groups in the 
revived Second International, to restrain the groups that leaned too 
much toward communism and to bring them both into line by ju 
dicious formulations of aims * 

The meaning of the venture is exaaly rendered by the sobnquet 
the communists immediately found for it the International number 
two and one half That u precisely why it was able to serve the 
needs of the time At the Congress of Hamburg (1923) the Second 
and the Vienna Internationals were united in order to form the 
Labor and Soaalist International, to stigmatize the peace as im 
penalist” and to call for a united front against international reac 
tion — which at any rate sounded well — for the eight hour day and 
fof“intemational soaal legislation The reducuon of Germany s in 
demnity to a definite and reasonable figure the abolishment of inter 
allied debts and the evacuation of German territory had been de- 
clared necessary a year before (Frankfort Resolutions 1922) In the 
light of subsequent events we cannot fail to realize how great an 
aiicVement — and service — that was 

•Before that there had actually been two conventions in Switrerland at Zim 

menvald (1915) and at Kienthal (igiQ — which acquired contrary lo the original 
.intention I believe a different color owing to the fact that the attendance was not 
representative of the officul parties I shall return briefly to them later on 

•Some of those formulations wonid have done &ed t to any eighteenth century 
diplomatist The great stumbi nghlodi was class war The continental groups could 
not live without it the English could not live with it So when the merger was 
ODiuuQifflaCed at the Congress of Hamburg the Klassenkampf and the lutte dei 
classes were retained in the German and Flench texts but in the English text they 
were replaced by an unrecognuahK arcamlocuuon 
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III Communism and tiie'’Russian Element 

1 Meanwhile communiit parties were rapidly developing In itself 
this IS only what we should have expected Nor was it dangerous 
Any party that experiences the sobering influence of responsibility 
will unavoidably have to leave room for groups further to the left 
(or right) to develop m and such room ts not likely to remain un 
occupied for long Provided defection can be kept within bounds, 
this need not be more than a nuisance — it may even be preferable 
to keeping unruly elements m the fold Socialist parties had always 
had trouble with hyper radical wings’® That such leftist groups 
should gam ground in the troubled days that followed upon the 
war and that they should seize (he opportunity to acquire the status 
of distinct parties is no more surprising than that they should follow 
classical usage and call themsclvci communist or that they should 
display a much stronger iniemaiionalist slant than the oiCaal parties 
did at the time 

Bear in mind that all this is completely independent of the Rus- 
Sian aspect of the case There would be communist parties and there 
would be a Communist International if the tsan still reigned over 
Russia But since the Russian element became a factor m shaping 
the fortunes of both s_^ialism and communism all over the world— 
in fact m shaping the social and political liistory of our time— it u 
essential to restate how it developed and to appraise its nature and 
importance For this purpose we shall divide its development into 
three stages 

s At first — that is to say until the bolsheviks seized power m 1917 
— there was nothing particularly Russian about the development of 
the communist groups excepi that the strongest man happened to be 
a Russian and that a streak of Mongo! despotism was present in his 
scheme of thought ^Vhen at the outbreak of the war the Second In 
temational suspended itself via fecti and when Lenin declared 
that It was dead and that the hour had struck for more effective 
methods it was natural for those who fell as he did to get together 
Opportunity presented itself at the two conventions that were held 
in Switzerland at Zimmerwald (1915) and at Kienthal (1916) STftice 
practically all of those who had espoused the causes of their nations 

i“The ipliu that occurred in En^and and Cermany ever ihe war issue were 
of course a d fferent raaller and of only temporary importance Even the Gennan_ 
Spariftvi League founded in ig»6 by Kart Liebinechi and Jtisa Luxemburg 
though It went much further m its opposton to war than the Independents 
approved took I me to develop a defin tely host le alt tude and even then d d 
not go omc ally at least beyond ins si ng on the fetter of the old Erfurt program. 
So far as I know ne ther Liebknecbt nor Mr*. Li xemb rg ever completely severed 
eonian w ih the party The latter was one of the most relentless cr i cs of bolshev st 
pract ce 
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stayed sway, the attending militants found little difficulty in — ^more 
or less — rallying to Lenin s program of converting the imperialist 
war into an international revolution There was more m this than 
a mere profession of faith in pristine Marxism and its Messianic 
promise There was, with some of them, also the clear perception of 
the truth, to wjiich the bourgeois of all countries were so completely 
blind, that the fabric of bourgeois society is unequal to the strains 
and stresses of prolonged total warfare and that breakdowns would 
occur at least in some countries Beyond that however Lenin s lead 
ership was not accepted Most of ^ose who were present thought 
of convinang bullying and using existing soaalist parties rather 
than of destroying them Moreover — and in this Lenin agreed — the 
international revolution was to be brought about by the individual 
actions of the national proletanais, and m the 'advanced countries 
first 

The second stage I date from 1917 to i9»7> that is to say, from 
the rise of the bolsheviks to power in Russia to Trotsky s expulsion 
from the Central Committee of the Bolshevik party (October 19*7) 

• That decade witnessed the emergence of communist parties and of a 
Communist (the Third”) Internationa) It also witnessed the (for the 
time being) definitive bre^k with the socialist and labonte parties 
which, in the case of Germany, was embittered beyond remedy by 
the severely repressive measures adopted by the Soaal Democrats in. 
power during the winter of 1918 to 1919 And finally it witnessed 
the forging of the Russian chain 

But during the whole of that decade, the chain neither galled nor 
distorted It must be remembered that the bolshevik conquest of 
the rule over the most backward of all the great nations was noth 
ing but a fluke “ To a certain extent Lenin himself recognized this 
He repeated over and over again that final victory would be won 
only by the action of the revolutionary forces in more advanced coun 
tries and that this 'action was the really important thing Of course 
he dictated to communists as he had done before, and he insisted 
on a strictly centralist organization of the Communist International 
— whose bureau took power to prescribe every move of the individual 
parties — but he did so in his role of communist leader and not in his 
role of Ru$.>ian despot That made all the difference The headquar 
ters of the International were m Moscow, the actual leader was 
,^ussian but policy* was directed in a thoroughly internationalist 
'Spirit, without any particular reference to Russian national inter 
ests'and on pnnaples with which the communists of all countries 

iiFor this fluke bolshevism was possibly indebted to the German general staff 
by whose orders Lenin was transported to RuSsia If this -should be thought an 
exaggeration of his personal share in the events of igiy there were enough other 
chance factors in the s tuation to teach us the freakisbness of this piece of history 
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substantially agreed Though the personal relation between the 
Bureau o( the International and the Political Bureau 0! the Soviet 
power*’ was then much closer than it was later on, the two were 
nevertheless much more nearly distinct agencies Thus the Interna 
tional Itself and the individual parties did not behave diiFerently 
than they would have behaved in the absence of the link with 
Russia 

During that decade, therefore, the importance of the Russian 
connection, though great, did not amount to more than this First of 
all there was the weighty fact that however insignificant in quality 
and quantity of membership a communist group might be and how 
ever little claim to being taken seriously it might have, it could bask 
in the glory rellccted by that other group which had conquered an 
empire and it could derive encouragement from such a backing 
Second bohhevist reality notwithstanding — the terror, the misery 
the confession ol failure implied m the adoption of the New Eco- 
nomic Policy alter the Kronstadt revolt — it was henceforth possible 
to point to a socialist system that ‘worked The bolsheviks proved 
themselves masters in the an of exploiting the fact that public 
opinion m England and the United States will swallow anything 
provided It IS served up tn»tbe garb of familiar slogans This of 
course also redounded to the advantage of the other communist 
parties Third so Jong as communists of all countries (Lenin him- 
self included) believed in the imminence of a siorld revolution the 
Russian army meant as much to them as the army of Tsar Nicholas 
I had meant to the reactionary groups during the second quarter 
of the nineteenth century ** In 1919 sudi hopes were less unreasonable 
and nearer to fulfillment than people arc now prepared to believe 
It IS uue that communist republics were actually established only 
in Bavaria and m Hungary** But in Germany Austria and Italy 

u In L«n n s 1 rne administralivc auihonij was wielded by the Pol lieal Bureau 
lun by Lemn h mself by the Military CMnal TiouVyt domain and by the 
Cheka then mana^d by 02eiihi>ul.y All three bod ei were unknown to the con 
St tucion ot the Soviet tcate vvh ch vexed that authority in the "SoWet of the 
People 1 Ccmnixarr Perhapi tbef should iheoreueaBy be called organs of the 
party But the parly was the stale 

II It should be noticed that coramvniws bad dumped anti mititansm and non 
interventionura as «as ly as they had dropped democracy 

i‘The Hungarian case (the government of B<la Kun) is highly instructive The 
paralys s of the upper classes and the indifferenee of the peasantry made it poss 
for a small group of JnteHetCoals to sd«e power wiihoul meeting significant resisi 
ante They were a strange crowd— *o»oe sif them d splaying (the same was true 
in Bavaria) unmistaVsbly pathologit^ symptoms— and utterly unequal to this or 
atjv other.senous task .But.ih^v had nnbwnded confidence in themselves and iheir 
creed and no objection whatever » tetforut methods And that proved quite 
sutfic ent They were allowed to stage Iheir opera and might have pine on for an 
indefin te time if the tUIies had cot permitted (or ordered) the Rumanian army 
lo eject theta 
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the soaa! smicture Vi-as perilously near toppling and there is no say 
mg what would hat e happened m those countries and possibly farther 
west if Trotsky s war machine hkd been m workmg order at that 
time and not engaged in the awl and the Polish wars It should 
not be forgotten that the Communist TntemaUonal was founded m 
that atmosphere of impending life and death struggle Many thmgs 
.which acquired a different meaning afterwards — such as the central 
lied management that has unlimited pother over the mdividual 
'parties and deprives them of all freedom of action — may then have 
seemed qmte reasonable from that aspect. 

The third stage I hate dated from the expulsion of Trotsky 
(1927) because this is a convenient landmark in the nse of Stalm 
to absolute pother After that every actual decision in matters of 
policy seems to hate been his though he still met some opposition 
m the Political Bureau and elsewhere until the “trial” of Kamenew 
and Zmotaev (1936) or eten until Yezhov’s reign of terror (1937) 
For our purpose this means that etery decision t^’as thenceforth the 
decision of a Russian statesman acting on behalf of nauonal Russian 
mterests as seen from the standpoint of a streamlined despotism 
And this in turn, if correct defines vhat bis attitude to the “Com 
intern* (the Commumst International) and to foreign communist 
parues must hate been They became tools of Russian policy, uking 
rank within the huge arsenal of such toob and being realisucally 
''evaluated relative to others according to circumstances Up to the 
present war which may retite it, the world revoluuon was a froren 
asset. The survntmg teterans as well as the neophytes of mtema 
/ tionalut communism may have been coniempuble But they were 
sull of some use They could preach the glories of iSe Russian regime. 
They could serte as pms wth which to pnck hostile gotemments 
They increased the bargaining power of Russia So jt was worth 
while to go to some trouble and expense in order 10 keep them m 
subjection, to supersTse them by agents of the secret police, and to 
man the Commtems bureau with absolutely obseqmous serfs who 
would obey in fear and trembling • 

3 In all this (and in lying about it) Stalm followed the established 
practice of the ages Most national gosemments base acted as he did 
and it is pure hjpocnsy to profess speoiic indignation m his case. 

^Therefore it u doubtful nhetber it is rorrett to ht that the western powen 
>cted footishlj and ineffiggitly in snppoiung in a halfhearted waj the Tanous 
ifeumwivTcnhisuiis- iiJav #irrsr or dNsfSiir pamvmVisy ahr JtanSiir aarf 

Wnngel rcRtnres. It seems to me that, whether by a shreitd appraisal of the siciia 
tion or by luck, they attained exactly whai they coiuld bare wished ther nentralired 
the Soviet power at a cnioal moment and thus stopped the advance of bolshevism. 
Less than this vrould have endangered tbeir own social svscems' more than 
would have involved prolonged costly and perhaps unprofitable efforts that might 
easily have defeated their a ims- —- 
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The most obvious examples are afforded by the practice of govern 
menu who espoused a religious creed As long as the rerpective 
creeds were lufEoenily vital to mottvaie action, __,the*e goremmentc 
often used foreign groups of the same creed for their purposes But 
as the history of the yean from 1795 to 1815 is lufRocnt to prove 
the practice is much morg. general than these examples lu^est. Nt 
less standardized is the reaction — phraseological and other — by thi 
govemmenu which are affected by it politicians of all types ant 
classes are happy to seize the opportunity of calfmg an opponent i. 
traitor 

But for the communist parties outside of Russia it was a serious 
matter to receive orders from a nput mortuum in the hands of a 
modernized uar Their abject servility raises two questions, one as to 
Its causes and anotb^ as to tu possible bearing on the future char 
acter and fate of r^olutionary soaabsm 

The lint question n perhaps lets difficult to answer than it seems 
All we have to ^ is to put ounehes tn the communuti chair and. 
taking account of his type, look at his situation in a practical spine. 
He would not object to the Stalin regime on humanitarian considera 
lions He may even glory m the slaughter— some neurasthenic de* 
generates do, and others the oammunisis from failure and resent* 
ment, experience satisfaction at the sufferings of a cerum class of 
victims hforeover, why should he resent cruelties that do not prevent 
thoroughly bourgeois people from idolizing the regime? Why should*^ 
be, on that ground condemn bolshevism when the Dean of Canter* 
bury docs not?'* Why indeed? 

Again there was hardly any reason for communisu to objea on the 
ground of Thcnnidoriim This phrase was fiisi used by the oppo* 
nents of the New Economic Policy but Trotsky adopted it later in 
order to stigmatize Stalin s regime as "reactionary" m the sense m 
which the action of^ the men who overthrew Robespierre in 1794 
was reactionary But it is coropicicly meaningless After all, it was' 
-'Stalin who collectivized agriculture, 'liquidated the Kulaks, re 
versed the New Economic Policy In fact, like a good lactioan, he 
suppressed opposition and substamtally carried out the oppositions 
program 

Fmahy what the protecting power does at home is not of primary 
imporunce to the communist in another country as long as that 
power plays fair with him And even if it does not play fair witbV 
him what is he to do? The chain tightened and galled But it alsff 

i»The sentiments expressed In tbe book, by lh« eeelesiait c cannot be defended 
on ihe ground that ibe pnnapfa of Ibe "RuHian expentnent" are one thing and 
the mode of la execution 1$ anoiher diJwg For the retjly temble point about the 
Sia) a regime i> not what it did to slUrw vicusu bui ibe fact lhai ii had le 
do It ■/ it tvuhed 10 survive In other tboK principles and that ptaaiee 

are inseparable 
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supported The soaalist parues would not have accepted him The 
normal healthy minded workman turned from him with a groan 
He would have been at loose ends like Trotsky He was m no posi 
tion to do without the chain ** and in accepting his slavery he may 
have hoped — he may still hope — that junctures will anse m which 
he may be able to pull 11 his way after the present World War 
perhaps . 

The last point goes some way toward answering the second ques 
tion Ceruinly there is a possibility that Russian despotism will 
spread over the ruins of European civilization— or even beyond them 
— ^and that in this case the communist parties all over the world 
will be turned into Russian garrisons But there are many other pos- 
sibilities And one of them is that the Russian regime will founder 
in the process or that in spreading over other countries it will acquire 
traits more congenial to the individual national soils A speaal case 
of this kind would be that in the end the Russian element will have 
changed nothing in the future character of revolutionary socialism. 
To bank on this is no doubt risky But it is not as foolish as it is 
to hope that our aviluaiion will emerge unscathed from the present 
conSagration— unless of course this conBagrauon subsides more 
quickly than we have a right to expect. 

IV AD&flMSTEUNC CAfXTALIS&t? 

1 So far, then, we have not seen any convinang reason why the 
experiments in political responsibility that soaalist parties made 
after igi8 should not have been perfectly successful To repeat in 
some countries — in Sweden for instance — soaalists merely continued 
to consolidate a power they bad acquired before in others, power 
had come naturally to them without hayrng to be conquered by 
revolutionary action in all countnes, they seemed to be much more 
in a posftion to gnpple with the great problems of the time than 
was any other party As I have put it before, they almost seemed 
to monopolize the essentia! condiuons for success Moreover, though 
meat of them bad not had any previous experience in office, they 
had acquired plenty of experience of a most useful sort in organizing, 

o( course panicululy applies to the communist group or groups in the 
^Unite<J States The conditions ot American poliucs are not favorable to the growth 
^ an offiaal communist party — a few county treasurenhips do not go far from 
the recruiting standpoint But the importance of the communist element must not 
be measured by the membership of the official party Those intellectuals who are 
either straight communuts or fellow travdeis have really no mouve to join it. 
They have every motive to stay out of il lor they are muA better able to serve if 
without carrying the badge they conquer postuons on opinion produang com 
suttees or m administrative bodies and so on remaining free to deny with perfect 
truth that they are communists in a party sense SuA invisible groups are in 
Qpable of concerted action except for the lead from Moscow 
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negotiating and m administration In fact it should be stated at once 
that they hardly ever did a downright foolish thing Finally, neither 
the inevitable emergence of a new pany to the left of the socialists 
nor the connection of that party with Moscow was as serious for 
them as their opponents tried to make out 

But in spue of all this iheir situation was everywhere precarious • 
To the true believer it might well have seemed an impossible one 
For all those tactical advantages hid a fundamental di/Ticulty which 
they were powerless to remove The war and the upheaval caused 
by the war had brought the socialists into office but below the 
tatters of the old garb the social organism and m particular the 
economic process were still vhat they had been before That is tc 
say socialists had to govern in an essentially capitalist world 

Marx had visuahred the conquest of political power as the pres 
requisite of socialisation which was to be taken m hand immedl 
ately This implied however as m fact Manes argument implied 
throughout that the opportunity for that conquest would occur 
when capitalism had run m course or to use our own phrase again 
when things and souls were ripe The breakdown he thought of 
was to be a breakdown of the economic engine of capitalism fibin 
ihternal causes ** Political breakdown of the bourgecu world was 
to be a mere incident to thu But now the political breakdown— 
or something akm to it— had happened and the political oppor 
tunity had occurred while the economic process was nowhere near 
maturity as yet The ‘'supenimctDre had moved more quickly than 
th^ropelling mechanism U was a most un Marxian situation 

The student in his closet may speculate about what the course 
of things would have been if the soaalist parties recognising the 
state of things bad refused the Trojan horse of office remained in 
the opposition and allowed the boui^eoisie to deal with the wreck 
age left by the war and by the jieace Perhaps it would have been 
better for them for soCTaltsio lor the world — ^who knows? But for 
men who by that tune had learned to identify themselves with their 
nations and to take the point of view of responsibility there was*no 
choice They resolutely faced what fundamentally was an insoluble 
problem 

There was a soaal and economic system that would not function 
except on capitalist Imcs The loaaluts might control it regulate it 
in the interest of labor, squeeze tt to the point of impairing its effi" 
aency — but they were unable to do anything speafically soaalist 
If they were to tun it they would have to run it according to its 
logic. They would have to administer capitalism" And this they 

** Thii in patt explains the favor enjoyed In the Un ted States by theories which 
a tn at show ng that capitaUsm is as a inaUer o( tact breaking dow from intnsal 
causes. See ch. X. 
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did Something vas done to dress up their measures in socialist 
phrases and the magnifying glass was applied with some success to 
every difference between their policy and what the bourgeois alter 
native was in each case supposed to be In substance however they 
had to do what liberals or conservatives would also have done under 
the same circumstances But though the only possible course.^® this 
was for the socialist parties a most dangerous one to pursue 

Not that It was entirely hopeless or from the standpoint of the 
joaahst faith entirely incapable of defense At the beginning of 
he twenties socialists in Europe may well have hoped that, with 
luck and cautious steering they would establish themselves in or 
near the centers of political power so as to be able to avert any 
danger of reaction and toTjuttress the position of the proletariat 
unul the day when it would be possible to socialize soaety with 
out any violent break they would preside over the euthanasia of 
bourgeois soaety and at the same tune make sure that the process 
of dying went on all right and that the viaira_jwouId not expen 
ence a comeback But for the presence of other facton than those 
which enter«the soaaUsts or the labor mans picture of soaety, 
this hope might have come true 

Defense from the standpoint of the Faith might have been based 
on the proposition stated above, viz, that the situation was a novel 
one and had not been foreseen by Marx The bourgeois victim turn 
sng to the socialists for shelter — such a case was evidently not pro* 
vided for in his schema It might have been argued that under the 
circumstances even mere^ administering capitalism was a great step 
in advance. Nor was it a question of administering capitalism m the 
capitalist interest but of doing honest work in the field of social 
reform and of building a state that would pivot on the workmans 
interests In any case that was the only thing to do if the democratic 
road was to be chosen for the immaiurity of the situation asserted 
Itself precisely by the fact that there were no majorities to be had 
for the socialist alternative No wonder that the socialist parties 
which had resolved to accept office under such circumstances loudly 
proclaimed their allegiance to democracy] 

Thus the political hacks craving tor office was capable of justi 
fication on the highest grounds of docinOe and proletarian interest 
The reader will have no difficulty in visualmng how such comfort 
‘able concordance must have impressed radical critics But since later 
events have induced so many people to speak of the failure of that 
polfcy and to lecture the leaders of that time on what they ought 
to have done I do wish to emphasue both the rationale of their 

i»I do not propose to discuss as another poss b 1 ty an attempt at fundamental 
reconstiucuon on Russian lines Tor it seems to me too obvious that any such at 
tempt would have speedily ended in diaos and eounterrevoluuon 
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views and the compelling nature of the pattern wilhm which they 
had to act If failure there was its causes must be looked for else- 
where than fn stupidity or treason In order to convince ourselves 
of this we need only glance at the English and German cases 

I As soon as the orgy of nationalist sentiment that accompanied 
the close of the war subsided a genuinely revolutionary situation de- 
veloped in England the temper of the masses asserting itself for 
instance by political strikes Responsible socialists and responsible 
laborites were so completely driven together by these events — and by 
the danger of the nation s being goaded into a truly reactionary mood 
— that they henceforth accepted a common leadership at least as far 
as parliamentary maneuvering was concerned The lions share of 
the combined weight went to the tabor interest and within the labor 
interest to the bureaucracy of a few big unions so that an opposition 
of disgruntled intellectuals developed almost at once* These intel 
lectuals objected to the laborite character of the alliance and pro- 
fessed themselves unable to see anything *sooalist about it The 
ideological opportunism of the laborites lends some color to this 
view but stressing the facts of the situation rather than slogans we 
shall nevertheless equate the whole of the political labor forces 
as far as they then accepted MacDonalds leadership with the Soaal 
Democratic party of Germany 

Having successfully emerged from that revolutionary situation the 
party steadily improved us position until MacDonald came into 
office m i9<4 He and his men made so creditable a showing that 
even malcontent intellectuals were temporarily subdued In matten 
of foreign and colonial policy this government was able to strike a 
note of Us own — pariiailarly with respect to Russia In domestic 
again this was less easy to do mainly because fiscal radicalism had 
been (and continued to be) carried quite as far as was possible under 
the arcumstances by conservative governments dependent upon a 
share m the labor vote But while in legislation the labor govern 
mem did not go beyond comparative deuils it proved itself quah 
Tied to administer the nations affairs Snowdctis excellent perform 
ance in the office of chancellor of the exchequer would have sufficed 
to show to the nation and to the world that labor was fit to govern 
And this was m itself a service to the cause of socialism ** 

Of course that success was greatly halitated and any other kind 
of success was rendered more difficult or even impossible by the fact 
that the labor government was in a minority and had to rely not 
only on the cooperation of the Iiberal^-with whom they had much 
in common tor instance Ibesr free-trade vjews — but also to some ex 
linn* on tfte toiVmtcir 0/ dhr anoervaiWey TUtrf winir iir imnaV Abe 

*“ Moreover from tbe lUuidpo nt ol pany Ucl 6 it made ih njs much more 
difficult for ihe coiuervatives Ulan headstrong radicalum would have done 



From the First to the Second World War 367 

*ame iituation as the conservatives were during their short spells 
of office 'in the 1850 s and 1860s It would not have been so easy 
for them to take a responsible attitude if they had had a majority 
But, as stated above, the very fact that they had not should have 
proved even to a Marxist tribunal' that the time had not yet come 
for a stronger course of action — at all events, on any plan that would 
answer democratic requirements 

Tho rank and file however did not appreciate all this Still less 
did the masses realize that they owed to the labor party not only 
what that party itself accomplished but also part of what was being 
done tor ^em by its conservative competitor for the labor vote 
Ihey missed specucular proposals of reconstruction and promises of 
immediate benefits and did not know how Unfair they were when 
they naively asked 'Why don t the socialists do something for us 
now they are in power? TTie intellectuals who did not relish being 
sidetracked naturally availed themselves of the opportunity afforded 
by this mood in o/Her to attack the sway of the labontes over the 
true soaalists and to work up current grievances into horrible wrongs 
callously neglected by tyrannical trade-union bureaucrats Under their 
inSuence the Independent Labor party grew increasingly restive 
dunng the subsequent yean of opposition especially when MacDon 
aid proved impervious to their arguments for a more radical pro- 
gram Thus, to many people, success looked much like failure, and 
responsibility much like cowardice 

'This was unavoidable however The difficulties and dangen that 
arc inherent m a policy of soaalist parties which involves accepting 
office under conditions of immatuniy are still belter illustrated by 
the history of MacDonald s second ministry ° Historians have learned 

s^Thai piogram pntnsnly ran in terms of the loaalization of banVing and o( 
certain key industries and hence was not really on the line of orthodox socialism 
But under the arcumsiances it was adverused as the genuine thing whereas Mac 
Donalds was styled reformuC"— a teria which according to classical usage applies 
equally well to the IX.P program. 

t- Readers may miss a comment on the general strike of 19*6 Though it was 
to the interest of both parties to the contest to minimize its symptomatic tmpor 
tance and though the offiaal theories of it have been shaped accordingly it was 
much more than a senes of tactial errors issuing in a situauon in which the 
trade union congress had to BlufT" pnd the conscrraUie government had to "call 
ihe bluff" We need only ask ourselves what the consequences of a success would 
have been for the authonty of government and for democracy iji order to realue 
that the strike was an bisconcal event of the first order of in^oortance If that 
weapon had proved effecuve the trade unions would have become absolute masters 
of England and no other poliual judical or economic power could have con 
Ilnued to exist beside them except on soSeiance And in this posit on they could 
not have remained what they were However lelucuntly the leaders would have 
had to use the absolute power thnlst upon them 

For our purpose only two poinu need be noticed First the situauon described 
ab£ve m particular the disconteot that spread among the rank and file and was 
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to do justice to the statesmanship of Sir Robert Peel” I trust that 
they will learn to do justice to the statesmanship of MacIDonald. He 
had the singular misfortune of coming in at the very beginning of 
the world depression which moreover was the immediate cause of 
the breahdoym of the international system embodied in the League 
of Nations 

Lesser men might have thought — lesser men did think as a matter 
of fact — that an opportunity had come for fundamental reconstruc 
tion This would have rent the nation in two and there cannot be 
any doubt about wh£l the result would have been Short of funda 
mental reconstruction however a policy of monetary expansion 
combined with less than fundamental social reform — individual 
measures of nationalization for instance and additional security 
legislation — and resort to mercantilist policies jn the field of inter 
national relations was being widely recommended. But part of this 
program would undoubtedly have intensified the depression and 
the rest of it — abandonment of the gold parity of the pound and 
mercantilism — meant so radical a break with the national tradition 
and with the tradition of the labor party itself that the socialisu 
would hardly have been able to carry it still less to make a success 
of It to carry u safely and effectively u h3d to be carried by content 
that IS to say by a coalition 

So long as coalition was not possible therefore MacDonald and 
his men applied themselves to the task of working the system as they 
found it This under such conditions was the most difficult of all 
the tasks they could have underuken WbiJe everybody was clamor 
mg that something must be done at once while irresponsibles of, 
all types had the floor to themselves while the nusses were grum * 
filing businessmen despairing intellectuals ranting they steadily 
fought every inch of their ground At home they kept order in the 
finances they supported the pound and they refrained from speeding 
up the legislative machine Abroad they strove with desperate energy 
— and considerable success— to make the Geneva system work and to 
reduce dangers and tensions all around. \Vhcn the time had come 
and the national interest seemed to warrant the party nsk they took 
the plunge and helped the National Government into existence 

It IS a melancholy reflection chat in many and important cases a 

sedulously (osiered by many t r rwpom Me eteioenu bad much to do w ih the 
Qu a on ot the strike Second the scnke did not inipa r the power of the party 
as m ght have done On the oontniy defeat seems to have produced a rad cal za 
e oo of he masses wh cb partfy accounts for tiie party's success in igtg 

” The analogy extends from eerta n feaiuies ct the pol t cal and econom c i tua 

ons hat jmntoaued Jwh .men Jlalthoii^i Peel had the advantajte of entering: 
upon oSice o/ter the crisis of 1836- 8^ to snaners of pol tlcal detal In both cases 
there was a party spl t boldly risked and eveiuoally boldly accepted n both cases 
the leaders were felt lo be "era tor*" 
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policy is bound to be the more unpopular with the public and with 
the intellectual critic the wiser it is This is a case in point To the 
radical critic who failed to hnk up that policy with the comparative 
mildness of the depression in England and with the steadiness of 
the subsequent recovery there was nothing in it except weakness 
mcompetence hidebound traditionalism if not traitorous abandon 
ment of the soaalist cause What probably was one of the best per 
fonnances in the history of democratic politics and one of the best 
examples of action responsibly decided on from a correct perception 
of an economic and social situauon the critic looked upon with 
shame and disgust At best he considered MacDonald simply as a 
bad jockey who had brought the horse to its knees But the hypothesis 
that appealed to him most was that the MacDonald government 
yielded to the diabolical whisperings (or worse) of English bankers 
or to the pressure of their American backers 

Unfortunately such nonsense is a factor of real importance and 
must be taken account of«in any attempt at prognosis It may seri 
Qusly interfere with the ability of soaalist parties to serve the cause 
of ovilization during the transitional age in which we live But if 
we discard this element and also the truism that any party which 
makes a sacrifice in the national interest will suffer for it m the 
short run we shall have little difficulty in recognizing that in the 
long run the labor influence may well turn out to have been strength 
ened by MacDonalds second tenure of office Again the analogy 
With Sir Robert Peels second ministry will help to illustrate this 
Peels conservative majority split on the issue of the repeal of the 
com laws The Peelite wing though much more numerous and im 
portant than MacDonalds personal following soon disintegrated 
The conservative parly was maimed and proved unable to get into 
power — though it got three tiroes into office — until Disraelis great 
Victory in 1873 But after that and until Sir Henry Campbell 
Bannermans victory m 1905 it held power for about two thirds of 
the time More unporunt than this the English aristocracy and 
gentry politically speaking held their own all the time much better 
than they would have done if the stigma of dear bread had not been 
removed. 

As a matter of fa« the labor party quickly recovered and con 
solidated its position in the country during the years that followed 
Upon the split It is safe to say that even in the normal course of 
things— irrespective of the war that is — the soaalists would have 
again come into office before long with increased power and better 
chances of success and that they would have been able to take a 
stronger line than they had taken previously But it is equally safe 
to say that both as to their pr^ram and as to their ability to give 
effect to It their policy would have differed only m degree from the 
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MacDonald policy — principally by some individual meuuret of 
socialmtion 

j The postwar career of the German Soaal Democratic party of 
course dilTers from that of the English labor party in many particu- 
lars But as soon as the German soaalisu who stayed in ^e Soaal 
Democratic party had accepted office and made up their mmds to 
fight communism they were just as much commuted to "adminuier 
capitalism" as were their Jinglish coHcagues If we grant these prem 
ises and Cake account of the fact that they did not have, and could 
not expect to have in the calculable future, a niajonty either in the 
fedwal parliament or in the Prussian diet or in the population, 
everything else follows with inexorable logic. In 1^(5 the total popu 
lation sias about 6r millions The proletariat (laterers and their 
families 1 include the domestic servants) numbered not quite <9 
millions and part of the vote of this class went to other parties The 
"independent ’ population was not much smaller— «bout millions 
—and largely impervious 10 the socialist persuasion Even if sve ex- 
clude an upper stratum— say one snillion— and confine ourselves to 
the groups that count at the polls— the peasants, artisans retailers— 
there was not much to be conquered there, not only for the moment 
but even for the near future Between these two groups there were 
the white-collar employees no less than to millions of them including 
their families The Soaal Democratic party of course realiaed that 
this class held the key position, and made great eSorts to conquer it. 
But in spite of considerable success, these efforts only served to show 
that the white collar is a much more serious bamer than it should 
be according to the Marxian theory of social classes*^ 

Thus even if the communists had been the allies of the Soefal 
Democrats instead of being their biiiercst enemies, the party would 
still have been in the minorny It u true that the non-tocialut major 
ity was not actively hostile in all its sections the leftwmg liberals 
(the Democratic People i party) stronger in talent than in numbers, 
were always ready for cooperation (up Co a point) It ts also (rue that 
this majority was split up into many groups which were quite m 
capable of acting in uniion and whose members and supporters were 
not anything like as disciplined as were the 5 oaa] Deraocr^ts them- 

“VVTien confronted with this fiet sodaluts uauaUy dmte comfort from the 
arguments that non sociahtt employcts are juw ening ihecp who have not yet 
(bund thetr true potuical focation twt who are lUre to find it evcnCually or that 
they are pretented from the party by the rulhles* pressate exerted by ibeu- 

eroployert The firjt argument will not carry conviction to anyone beyond the 
Marxian fold — we have kcq that the theory of lodal chusea i< one of the 
-wexhev .ni,« .M- Jhe .htA-atiar jihaio The jemod iv jtafw as a matter 

cl plain fact Whatever truth i( may have ocmtiined at other timer the Geriorta 
employers of the twenoer were save etccpiioiu without quantitative SoiporUiice. 
in no posiuoa to influence the vote of ibeir employees. 
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idves But sensible people wbo were neither able nor willing to em 
bark upon hazardous courses would nevertheless feel tliat there was 
for them but one line to take — the Jine of democracy — and that this 
hne spelled coalition 

The party that best qualified for the role of an ally was the Catholic 
party (the Center) It was powerful Before the advent of Hitler 11 
seemed that nothing could shake the loyalty of its supporters Its or 
ganization was excellent Provided the interests of the church were 
safeguarded, it was prepared to go nearly as far in soaal reform of 
the immediately practical kind as were the soaalists themselves, in 
some respects even further Not harboring any particularly fervent 
feelings for the displaced dynasties it stood squarely behind the 
Weimar constitution Last but not least, it welcomed spoils sharing 
arrangements that would guarantee its preserves Thus understanding 
came about with what to the foreign observer might seem surprising 
ease The soaalists treated the Catholic Church with the utmost defer 
ence and tact They made no difficulties about a concordat with the 
pope that gave the dergy more than it ever had had under the heretic 
Hohenzollems As to pohues, there were hardly any dissensions at all 

But although this alliance was fundamental no party that professed 
allegiance to the Weimar .cpnstinicion was excluded from office Demo- 
crats, National Liberals Nauonals (— Conservatives) were all of them 
adimtted, even to positions of high command Coalition as a universal 
pnnaple meant compromise as a universal principle The necessary 
concessions as to measures w«Te m (act readily made The army was 
left alone, praaically under management of its own choosing and 
adequately provided with means Extern Prussia was subsidized and 
agriculture in general was the object of solicitous care Some implica 
lions of this wmch might not quite tally with socialist professions were 
made more palatable to the proletariat that paid thf bill by calling 
this sort of thing Planning — perhaps the reader feels that there is 
-fioihing new under the sun 

In Its attitude toward the industrial masses and toward its own 
program the Social Detnoaatic party laborized itself At the beginning 
a token payment was made by the passing of a very moderate bill of 
which the most radical feature oinsisied in the word Socialization 
that was inserted in us title (1919) But the soaalists soon shelved 
all this in order to apply themselves to labor legislation of the kind 
made familiar to Americans by the New Deal This satisfied the trade 
avnuusi' •vihnsriBWiruura.7' 

tive section of the party s policymaking machine 

This so one might think should have been difficult for a party with 
a Marxian tradition that continued to prevail in the party schools 
But it was not. Except for a certain amount of communist defection, 
the intellectuals from whom opposition within the party could have 
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been expected to arue were Icpt well in hand Unlike the English 
party the German one had settled down in the administrative ap- 
paratui of the Keich the states and the municipalities Moreover it 
had in its press and elsewhere many jobs of its own to offer This 
patronage was energetically used Obedience spelled preferment m 
the civil service in the academic career in the numerous public enter 
prises and so on These means were effective in bringing radicals to 
heel 

The f rm hold the Social Dersocrau acquired on all the parts of 
the machinery of public administration not only made for stricter 
discipline but also helped to increase mcmbenhip and, beyond metn 
bcrship the vote on which the party was able to count. Of course it 
also increased its power m other ways For instance the socialists 
secured dominant power m the Prussian Free State This gave them 
control of the police force and they were careful to choose party 
members or reliable careerists for police presidents (chiefs of police) 
—in the big towns Thus they buttressed their camp until their position 
seemed impregnable according to all ordinary standards An^ again 
according to all ordinary rules of political analysis even an orthodox 
Marxist could have comforted bimself by arguing that in those 
trenches they could quite comforubly dwell till things in their secular 
course would of themselves change minority into majority and draw 
the curtains that veiled the Utiimaie Coal for the time being Quota 
tion from the Communist Manifesto 

Irrespective of the oiechama of the party's power plane the polit 
lal setup as well as the general soaal situation looked eminently 
stable Moreover whatever might be urged against many individual 
measures legislative and adminutzative on the whole the coalitions 
poliaes made for and not against stability hfuch that was done must 
command our sincere respect Nothing that was done qualifies for 
explanation of anything worse than the ordinary measure of discon 
tent that every regime eliats which lacks authority and glamour 
The only possible exception to this lies in the financial sphere Part 
of the cultural and political achievements of this governmental ^stem 
was associated with large and rapidly increasing public expenditure 
Furthermore this expenditure was financed by methods — though a 
highly successful sales lax was among them — which drained the 
sources of accumulation So long as the inflow of foreign capital con 
tinued all went comparatively well although budgetary and even 
cash diffcuhies began to appear more than a year before it ceased 
V When It d d cease that well known situation emerged which would 

■» e undermined the position of the most magnetic of leaders All in 
all hovicver the socialist critics of the party and its conduct during 
iluj ipell of power will be entitled to boast of no mean achievement 
if m case they were ever installed m office they should do equally welL 
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V The Present ^VAR and the Fitture of Socialist Parties 

How the present war will affect the fortones of existing soaalist 
groups of course depends on its duration and outcome For our pur 
pose I do not see any point in speculating about tht Let us how 
c\er by way of example consider two cases out of a great many pos 
sible ones 

Esen now (July 194a) many obscrsers seem to expect that Russia 
will emerge from the war with a great access of power and prestige 
in fact that Stalin will emerge as the true victor If this should be so 
It does not necessarily follow that a communist world rerolution will 
be the consequence or even that there will be Russification of 
contmental Europe accompanied by an extermination of the upper 
strata and a settlement of accounts with non*communi5t soaalist 
(and Trotskyite) groups For even bamng a possible Anglo-American 
resistance to the expansion of Russian power it is not certain that 
the self interest of Russian autoaracy will he in that direction But it 
is cenam that the chances for such a consummauon— realization of 
the full Lenm program— would be immeasurably increased However 
this world revoluuon might differ from the Marxian idea it would 
for those who are willing to accept it as a subsutute doubtless cease 
to be a daydream. And not only as regards Europe 

In that case the fate cf orthodox sooalum and all it stands for 
would be sealed And so it would be on the conunent of Europe in 
case the fasast powers hold their own If however we again assume 
complete victory of the Anglo-American Russian alliance— that is to 
say a victory that enforces unconditional surrender but with all the 
honors held by England and the United States — then we see readily 
that orthodox soaalism of the German Soaal Democratic or of a still 
more labonte type stands a much better chance to survive on the 
continent of Europe at all events for some lime One reason for 
believing this is that people if they find both the bolshevist and the 
fasast routes barred may well turn to the Soaal Democratic republic 
as the most obvious of the remainmg choices But there is a much 
more important reason labonte socialism will enjoy the favor of the 
victors For the consequence of so complete a victory as v e now 
envisage will be Anglo-Amencan management of the affairs of the 
world — a kind of Anglo-American rule which from the ideas we see 
taking shape under our ej'es may be termed Ethical Imperial sm A 
tforW ordtr a / kittd tit Kktdt the tttcerests £itd smbtettms tj! trdicc 
nations would count only as far as undentood and approved by Eng 
land and the United States can be established only b) military force 
and upheld only by permanent readiness to use military force It is 
perhaps unnecessary to explain why in the political and economic 
condiuons of our time this would mean for these two countnes a 
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sooal organtiation that jj best dcscrjbfd as Mdiiarut Soaalwm But 
It IS clear that the task of controlling and policing the world would 
be much facilitated on the one hand by the re-crcation and new crea 
lion of small and inefficient states in Europe and on the other hand, 
by installing governments of the laboritc or Soaal Democratic types 
Especially in Germany and Italy, the debris of the Social Democratic 
parties would constitute the only political material from which to 
construct governments which could possibly accept thu world order 
for longer than a period of prostration and cooperate with the 
agenu of the world protectorate Vithout mental rcservatioru What 
eier u may be worth this is the chance of Liberal Socialism 

From the standpoint of the subject of this book however (though 
from no other) all thu u-of secondary imporunce Whatever the fate 
of particular socialist groups, there cannot be any doubt that the 
present conflagration will — inevitably everywhere, and independently 
of the outcome of the war — mean another great stride toward the 
socialist order An appeal to our experience of the effecu of the Fim 
I\orld IVar on the soaal fabric of Europe sufBces to establish thu 
prognosis Thu time however the stride wUI be taken also in the 
United States 

But that experience chough a valuable guide u an inadequate 
one A quarter of a century has elapsed Thu u no negligible span 
e\en as regards the secular forces that make for sooalism m the seme 
explained in Pan If Independently of everything else we shall be 
confronted at the end of this war with an economic situation a soaal 
atmosphere a distribution of political power substantially different 
from those of 1918 Much however has happened during these twenty 
five years that could not have been predicted trom secular tendenaes 
alone Among other things there was the great depression which 
impinging upon a delicate situation shook soaal structures to their 
foundations nowhere more than in this country Still more effective 
in undermining these structures were the poliacs by which that 
depression was handled And this must be attributed largely to poht 
ical configurations that were in part accidental The consequences 
are obvious In particular huge burcauaanes have developed that 
by now are powerful enough to hold their ground and to implement 
poliaes of fundamental reconstruction 

In no country will war taxation of business and of the business 
class be reduced in the proportion m which it was reduced after 1919 
This may in itself suffice to paralyze the motors of capitalism for good 
and thus provide another argument for government management. 
Inflation even if it should go no further than is for instance in this 
ttminiy umrvcnuhihV nr iihr prwnn* pmlwvsi* ,5s.-vvwsr .nuy uIp 
tht rest both directly and through the radicahration of the expro- 
priated holders of bonds and insurance policies indirealy More- 
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o\’er nowhere will war controls be liquidated to the extent the 
experience o£ the years after 1918 might lead us to bebeve. They will 
be put to other uses In this country steps are already being tal^en to 
prepare public opinion for gosemmental management of postwar 
adjustments and to put the bourgeois altemauie out of court. Finally, 
there is no reason to belies-e that goi-emments will eier relax the 
hold they base gained on the capital market and the mvestment 
process. To be sure, this does not sum up to socialism. But socialism 
may, under such condiuons, impose itself as the only practicable 
altemame to deadlocks and incessant Action. 

Details and phrases will of course differ m different countries. So 
will political tactics and economic results. English developments are 
comparatively easy to foresee. The labor men entered the Churchill 
government in response to the call of emergency But, as has been 
pomted out before, they were then well advanced on the road to 
office and power irrespective of any emergency Therefore they will 
quite natumlly be m a position to manage postwar reconstruction 
done or— which may prove to be the most effective method — in a 
coalition they would control The war economy will have realized 
some of their immediate aims To a considerable extent they will 
only have to keep what they have got already Further advance toward 
the socialist goal can be expected to be relatively easy m conditions m 
which there is not much left for capitalists to fight for And it may 
prove possible to be quite frank about it and to carry out sooalua 
lion soberly, in an orderly way, and largely by consent. For many 
reasons, but pnnapally beause of the weakness of the official soaalist 
party, prognosis u less easy in the case of this country But ultimate 
results are not likely to be different, though slogans are almost sure 
to be — and costs in terms of both welfare and cultural values 

Once more it u only soaalism m the seme defined m this book 
that u so predictable Nothmg else u In particular there is Lttle 
reason to bebeve that this soaalism will mean the advent of the 
avilization of which orthodox sooaluts dream. It is much more likely 
to present fascist features That would be a strange answer to hfare’e 
prayer But history sometimes mdulges in jokes of quesuonable taste. 
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